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(SHA HIS Company is a business builder, is a real 

»\ constructive force in the great western domain. 
It takes on the vigor of the section of the 
country now experiencing its greatest prosperity 
because of its productiveness. 
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Record for Ten Years 















TAMA Atami mA mAmAmnAm 


Assets increased from - - $237,000.00 to $6,105,000.00 


By 
: Insurance in Force, increased from $3,356,000.00 to 74,312,000.00 


Paid Policyholders more than - - - - 3,000,000.00 
New business 1915 will be over - - - 22,000,000.00 
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: J. B. REYNOLDS There is an individual character and tone to the field men of & 
: President the Company. They are stamped with a personality that wins. 
: They are loyal, ‘enthusiastic and believe in the article they sell. 
: FRED W. FLEMING Men who have never engaged in the life insurance business here- 
Rf Vice-President and Secretary 











We can “‘Show you.” 
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tofore have made phenomenal Success with this Company—-WH YP 
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YaNtvaniivay 


Link the Right Company to the Right Man 
in the Right Territory among the Right People. 
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It makes a chain that will pull applications. 


Che Franklin Life Insurance Co. 
: Of Springfield, Tllinois 


Is the Right Company. 
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/ It can put the Right Man in contact with the Right 
Territory where he can write the Right People. 











In these days it pays the life salesman to place himself in 
the right environment where his work will be congenial 
and where he is assured of cordial and just treatment. 
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Ask Franklin Life agents their opinion regarding the 
company. It will be interesting. | 








POROUS 


UE ETE POR IE 





Start right now with the Franklin and stay right with it. 


Have you seen the Franklin Life’s policy. contracts? 
They are all nght. 
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GEORGE B. STADDEN HENRY ABELS 


PRESIDENT SECRETARY 
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LEGAL REQUIREMENTS, 
COFFIN-EKERN DEBATE 





Two Sharp Lawyers Engage in 
Lively Tilt, Interesting 
All Present 





DISCUSSION A FEATURE 





Ex-Commissioner Assails Group In- 
surance—Company Executive Says 
Remarks Do Not Apply to Subject 





NO ABUSE NEEDS CORRECTION 





(FROM A STAFF CORRESPONDENT) 


Del Monte, Cal., Oct. 1—Opening the 
discussion of the question, “Should the 
standards required by law for accepting 
applicants for life insurance include 
medical examination?” Herman L. 
Ekern, former commissioner of insur- 
ance of Wisconsin, said in part: 

“Legal reserve life insurance owes its 
soundness to insisting upon a contribu- 
tion from each individual to cover his 
hazard. It is generally required that 
this hazard shall be within the stand- 
ard of the ordinary selected lives, 
though some insurance is written on a 
substandard basis. Medical examina- 
tion is the recognized method of mak- 
ing this measurement. There is really 
no exception to the rule of requiring an 
examination in case of ordinary insur- 
ance except in the recently introduced 
writing of group insurance and it is no 
doubt this departure which gives rise 
to the present discussion. 


Calls Requirement Fundamental 


“A practice so general must be based 
on sound reasons and the experience 
of American life insurance shows that 
in respect to the selection of risks, it is 
on an absolutely sound basis, and that 
for this purpose the requirement of 
medical examinations is one of the 
fundamentals. 

“As a general rule, life insurance is 
only issued to applicants who conform 
to a fairly well defined standard with 
regard to physical condition and health. 


Soundness Attained by Examinations 


“The American Experience Table is 
based upon the experience of selected 
lives. It necessarily follows that lives 
whose future experience is to be meas- 
ured by that standard must be selected 
by medical examination. In prescrib- 
ing such mortality tables the laws of 
the different states have virtually im- 
posed upon their insurance departments 
the duty of requiring medical examina- 
tions. The Massachusetts law definite- 
ly requires medical examination. The 
uniform fraternal laws also require 
medical examination. Statutes of some 
states further recognize medical exami- 
nation in providing for a separate valu- 
ation of contracts on substandard lives. 
. “Replies to inquiries directed to med- 
ical directors of life insurance com- 

(CONTINUED ON PAGE 51) 








The Minnesota Mutual 


Life Insurance 
Company 





ST. PAUL, MINN. 








Twenty-eight Millions of insurance in force. 


A carefully managed, progressive, growing Company. 
The Company is opening some new territory and has 
exceptional opportunities for a few good men. 


Write for particulars. 


No General Agent has resigned from this Company 


for over five years. ‘There is a Reason. 


OFFICERS AND DIRECTORS 





E. W. RANDALL, President 
T. A. PHILLIPS, Secretary and Actuary 


E. S. ALBRITTON, Superintendent of Agencies 


C. N. McCLOUD, Medical Director 
WM. D. MITCHELL, General Counsel 
JAMES McINTOSH, Assistant Actuary 
T. A. KELLER, Cashier 





Louis Betz, 

Treasurer State Savings Bank. 
Herbert H. Bigelow, . 

President Brown & Bigelow. 
Kenneth Clark, 

Director Merchants National Bank. 
Eli S. Warner, 

Treasurer McGill-Warner Company. 
Jesse A. Gregg, 

President Nicols, Dean & Gregg. 
C. Milton Griggs, 

President Griggs, Cooper & Company. 
Frederick G. Leslie, fi 

- President F. G. Leslie Paper Company. 

Frank Schlick, 


Vice-President and Treasurer Field, Schlick & Company. 


Gebhard Bohn, 
President White Enamel Refrigerator Company. 
John E. Burchard, 
Farm Lands and Loans. 
Donald §S. Culver, 
President Merchants’ National Bank. 
Albert H. Lindeke, 
President Lindeke, Warner & Sons. 























GRIMSLEY NEW HEAD 
OF LIFE CONVENTION 





Jefferson Standard Man Is Elected 
Unanimously at Meeting of 
American Body 





LAST DAY’S PROCEEDINGS 





Mortality Investigation Favored in 
Resolution, With Use of Table 
Left Open 





CHIEF TOPIC OF DISCUSSION 





(FROM A STAFF CORRESPONDENT) 


Del Monte, Cal., Oct. 2.—The new 
mortality table continued to the end 
to be the chief topic before the Ameri- 
can Life Convention. Resolutions of- 
fered by actuaries resulted in a two 
hours’ debate and finally in the adop- 
tion of substitute resolutions which 
recite reasons for an investigation for 
a new mortality table and continue: 
“Resolved, that it is the sense of the 
American Life Convention that it favor 
such mortality investigation, reserving, 
of course, until after the completion of 
the investigation any expression as to 
the desirability of adopting a table, if 
any, which may be based thereon until 
opportunity shall be had to study such 
table, particularly as the American Ex- 
perience Table now in general use has 
been demonstrated to be safe and sound 
in every way. 

“Resolved, further, that the matter of 
participating in such investigation and 
of contributing to the expense thereof 
be left to each company for determina- 
tion.” 


New Arrivals on Last Day 


At the opening of the session today 
the secretary announced the arrival of 
Daniel Boone, Jr., secretary of the 
Midland Life, and N. M. Hubbard, Jr., 
general counsel of the Royal Union 
Mutual, making the number of com- 
panies represented thirty-nine. 

The committee on departmental 
supervision reported commissioners of 
eighteen states changed during the 
year. 

An unexpected pleasure was the ad- 
dress by United States Senator James 
D. Phelan, of California. He spoke 
briefly on the significance of this con- 
vention and its meeting at Monterey. 

Dr. Felix G. Cross, president of the 
Columbia Life, recounted events making 
this an epochal year. 

Resolutions of thanks to the speak- 
ers, the press and the management of 
the Hotel Del Monte were adopted. 

Election Quick and Unanimous 


A memorial was adopted on the death 
of W. K. Bellis, Reserve Loan; A. W. 
Field, Security Mutual; W. D. Mayfield, 
Texas Life; Dr. T. Huston Bradford, 
Philadelphia Life,-and Dr. Allison Max- 
well, State Life. Then came debate 

(CONTINUED ON PAGE 52) 
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FRIDAY’S SESSIONS ARE 
FULL OF KEEN INTEREST 


Several Speakers on Hand Not 
Scheduled on the Regular 
Program 


ROBERT LYNN COX TALKS 


John Newton Russell, Jr., of National 
Life Underwriters’ Association, 
Gives Address on Field Work 


(FROM A STAPF CORRESPONDENT) 


Del Monte, Cal., Oct. 1—At Friday’s 
meeting the committee on list of at- 
torneys reported that twenty-five com- 
panies are now subscribers to the list, 
which contains the names of 276 recom- 
mended attorneys. Every member 
should subscribe and furnish names of 
its approved attorneys so that the list 
would grow to a thousand or more. 
The committee urged the advantages 
to companies of having at hand a list 
of attorneys known to be qualified and 
honest, who can be retained on short 
notice, 


Charles W. Helser’s Paper 


Paper of Charles W. Helser, super- 
intendent of agents, Continental Life, 
on, “Field Ethics,” was one of the fine 
features of the meeting. Mr. Helser 
spoke out of a wealth of experience, 
and is competent to speak. His ideals 
are high. His delivery is excellent and 
his points were clearly stated. 

H. O. Stark, assistant secretary and 
agency manager of the Oklahoma Na- 
tional Life, was absent, and Secretary 
Blackburn read his paper. It was brief, 
but supplemented at some points that 
of Mr. Helser. 


John Newton Russell’s Address 


John Newton Russell, Jr., chairman 
executive committee, National Asso- 
ciation of Life Underwriters, was then 
introduced to deliver the greetings 
from that body. Mr. Russell is a 
leading general agent of the Pacific 
Mutual and President Randall invited 
him to add to the discussion of field 
ethics if he so desired. 

Mr. Russell said he came to the 
largest company organization from the 
largest field organization. The ulti- 
mate objects of the two are much the 
same. The American Life convention’s 
problems are those of administration; 
those of the Life Underwriters Asso- 
ciation are those of salesmanship. 
Necessarily there is a close relation- 
ship between the work of the two or- 
ganizations. Once officials considered 
only the interests of their particular 
companies, while the agents were act- 
uated solely by mercenary motives. 
Under these conditions cooperation 
between the home office and the field 
was impossible. These two organiza- 
tions have done more than any other 
agencies to remedy this. They have 
mitigated abuses. One result mani- 
fest is in the men taking up life in- 
surance salesmanship. This material 
is not being turned to the best ad- 
vantage, however. Only a small pro- 
portion are qualified by training to 
represent life insurance. 


Systematic Instruction Is Needsd 


Mr. Russell urged on members of 
the convention the desirability of sys- 
tematic instruction of field men in the 
principles of life insurance and the 
practice of scientific salesmanship. Any 
money thus spent will be well expend- 
ed. He then recounted some facts 
about the National Association of Life 
Underwriters, giving its size, scope, 
purpose and part of its achievements 
in reducing, rebating and improving 
the general tone of field work. 

Following his formal address, Mr. 
Russell gave some ideas on field work, 
so sane and wise, that they received 





the feeling of 


a hearty reception. He urged gov- 
ernment of field relations by the Gol- 
den Rule, intensive cultivation of a 
limited territory and close relations be- 
tween home office and general agent. 
He advocated company papers. He 
thinks the time will come when the 
part-time agent can be dispensed with, 
but it has not come yet. His contracts 
with part-time agents provide for their 
own automatic expiration if the agent 
fails to produce in six successive 
months. He advised getting efficient 
men to work with young men, to teach 
them and furnish them prospects. 


Robert Lynn Cox Speaks 


Following Mr. Russell’s remarks, 
President Kingsley was introduced and 
made a telling speech. He was fol- 
lowed by Robert Lynn Cox, general 
manager and counsel of the Associa- 
tion of Life Insurance President, who 
presented the greetings of that organ- 
ization. He said he was glad to see 
fraternity growing 
among old line companies. Continu- 
ing, he said, in substance: 

“We should gain a lesson from the 
war. We hoped no great war ever 
would occur again. We failed to rec- 
ognize the ruling classes and they 
brought on the war. What they are 
fighting for—lines of separation—are 
not the real things of life. The lines 
we draw in business are as false and 


fictitious as those which separate the 


European states today. The service to 
policyholders, not the upbuilding of a 





; 





G. A. GRIMSLEY, Greensboro, N. C. 
President Jefferson Standard Lif 





have discussed Commissioner Works’ 
paper, was unavoidably absent. It was 
decided to dispense with the reading 
of their papers, but publish them in the 
proceedings. 

Before the convention reassembled 
Friday afternoon a group photograph 
was taken on the lawn before the ho- 
tel, and the ladies were started on an 
automobile trip to Carmel Mission 





OFFICERS ELECTED 


President—George A. Grimsley, President Jefferson Standard Life. 

Secretary Treasurer and General Counsel—T. W. Blackburn. 

Executive Committee—J. B. Reynolds, Kansas City Life; E. W. Randall, 
Minnesota Mutual; Thomas L. Miller, West Coast-San Francisco; Holdovers, 
Henry Abels, Franklin Life; C. F. Coffin, State Life of Indiana; Harry L. Seay, 


Southland, 


STATE VICE-PRESIDENTS 
Alabama—W. L. Moore, Southern States. 
Arkansas—A. B. Banks, Home Life & Accident. 
California—Robert J. Giles, Occidental Life. 


Colorado—T. F. Daly, Capitol. 
Florida—W. P. Douglas, Florida Life. 
Georgia—W. W. Reid, Empire Life. 


Illinois—A. M. Johnson, National, U. S. 


Indiana—A. F. Hall, Lincoln National 
Idaho—E. S. Chadwick, Idaho State. 


A. 


Iowa—N, M. Hubbard, Jr., Royal Union Mutual. 
Kentucky—W. W. Moore, Citizens National. 
Michigan—W. A. Watts, Preferred Life. 
Minnesota—J. T. Baxter, Northwestern National. 


Mississippi—W. Q. Cole, Lamar Life. 
Louisiana—C. H. Ellis, Pan-American. 


Missouri—James A. McVoy, Central States. 
Montana—H. R. Cunningham, Montana Life. 
Nebraska—G. L. E. Klingbeil, German American. 
New Mexico—George Roslington, Occidental. 


North Carolina—Charles W. 
North Dakota—J. J. Feckler, Pioneer. 
Ohio—Dr. F. G. Cross, Columbia Life. 


old, Jefferson Standard. 


Oklahoma—O. E. McCartney, Oklahoma National. 
Oregon—S. P. Lockwood, Columbia Life & Trust. 


Pennsylvania—F. A. Wesley, Standard. 


South Dakota—F. L. Bramble, Dakota Mutual. 
Tennessee—W. C. Stacy, Volunteer State. 
Texas—T. W. Vardell, Southwestern Life. 


Utah—N. G. Stringham, Continental. 
Virginia—C. G. Taylor, Atlantic. 


Washington—W. M. McConnell, Western Union. 
Wisconsin—W. A. Fricke, Great Northern. 





particular company, is the real thing. 
Warring with each other injures the 
interests of policyholders. 


Closer Relations Formed 


“Your organization and ours have 
been getting very much closer to- 
gether. It was a pleasure to me to 
learn that I could write as freely to 
your secretary as to a member of our 
organization and that there would be 
no contest between us in the end.” 


Papers on Investments 


Samuel D. Works, insurance com- 
missioner of Minnesota, was to have 
spoken on “Investments.” He felt the 
need of returning home to entertain 
the commissioners who would pass 
through St. Paul on their way from 
the convention. Thos. F. Daly, presi- 





dent of the Capitol Life, who was to 


again as the guests of the California 
companies. 


Suggestion for Next Meeting 


Isaac Miller Hamilton reported at 
the afternoon session for the commit- 
tee on the place of next meeting. The 
committee recommended that the time 
and place be left to the executive com- 
mittee with the suggestion that, if ad- 
visable, the meeting be held at the 
same place and the week after the In- 
surance Commissioners Convention. 
But if this is inadvisable, that the meet- 
ing be held in the same place and a 
week before the National Association 
of Life Underwriters. 


Ekern-Coffin Debate 
Then came an event all had been 





looking forward to, a discussion of 
(CONTINUED ON PAGE 52) 


D. P. KINGSLEY’S TALK 


WORK OF THE AGENCY RANKS 





President of the New York Life Says 
Home Office Must Get Right 
View 





(PROM A STAFF CORRESPONDENT) 


Del Monte, Cal., Oct. 1—Darwin P. 
Kingsley, president of the New York 
Life, was called in from the golf links 
Friday forenoon to address the .con- 
vention. He said in substance: 


“You are struggling with the same 
problems and in the same way and with 
the same spirit as the New York Life 
did for many years. The New York 
Life was perhaps the pioneer in wak- 
ing up and working out satisfactorily 
the big agency problems. If, as some 
of you say, its organization is one of 
the greatest, it is the result of meeting 
the agent face to face and threshing 
things out. The previous speaker (re- 
ferring to John Newton Russell) has 
spoken of the reforms wrought by the 
agents’ organization. These reforms 
were not so much from the field as 
from above. The home office has got 
to get the right views; it depends upon 
you to bring about improvements. 


Young Companies to the Front 


In the past ten years many young 
companies have grown up, especially in 
the south and west. There has been 
some misunderstanding of the attitude 
of the older companies. We have no 
feeling against you. The more com- 
panies there are in the business the 
better we like it. I have never raised 
my hand against your work. Every 
move to spread life insurance should 
be encouraged by every honest man. 
I cordially welcome every institution 
you represent and bid you God speed. 

If you could look over the entire 
world as I do, and see what the New 
York Life is doing, you would get in- 
spiration. Other organizations have 
broken down, but the New York Life 
organization has not. It has gone on 
carrying relief and meeting its every 
obligation when other agencies of civi- 
lization have broken down. 

There is no reason why your compa- 
nies should not become greater than 
the New York Life is today. The 
more you do, the more we do. The 
field is limitless. God speed you in 
your work. 





RULE AS TO ADVERTISING 





American Life Convention Will Get 
Down to Brass Tacks in Dealing 
With Papers 





Del Monte, Cal., Oct. 2—(Special)— 
In the executive session the following 
resolution was unanimously adopted: 
“Whereas the American Life Conven- 
tion recognizes the potential value of 
advertising in insurance journals and 
appreciates the service rendered the 
cause of life insurance by these jour- 
nals, and desires to support such jour- 
nals as are able by reason of adequate 
circulation, to give value received for 
the money expended by our companies, 
for advertising space, and 

“Whereas, good business judgment 
demands that we have an accurate 
knowledge of the circulation and its 
distribution of each of the various jour- 
nals in order that our advertising ap- 
propriation may be wisely expended. 

“Be it resolved, that the secretary of 
this convention be instructed, and he 
is hereby instructed, to request each of 
the insurance journals of the country 
to file with him on or before Dec. 1 of 
each year, a statement under oath of 
its net paid circulation. Its nature and 
its distribution by states and its adver- 
tising rates, such statements to be com- 
piled by the secretary and forwarded 
to each company, a member of this con- 
vention on or about Jan. 1 each year.’ 
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STRONG PAPERS MARK - 
THURSDAY’S SESSIONS 


Excellent Attendance at Annual 
Meeting of American 
Life Convention 








ARTHUR HUNTER’S VIEWS 


Francis V. Keesling of West Coast- 
San Francisco Life on 
“Petty Legislation” 


(FROM A STAFF CORRESPONDENT) 


Del Monte, Cal:, Sept. 30—Two par- 
ticularly excellent features marked the 
opening day’s program of the Ameri- 
can Life Convention. One was Arthur 
Hunter’s address on the new mortality 
table and his lucid answering of ques- 
tions propounded by members. He is 
a mine of information and has a won- 
derful faculty of making abstruse 
points clear. The other was the ad- 
dress of Francis V. Keesling, vice- 
president of the West  Coast-San 
Francisco Life, on “Petty Legislation.” 
His paper was very long, but was so 
strong that it held attention through- 
out. 

The meeting opened this morning 
under favorable auspices. Fully a hun- 
dred persons are here. More than fifty 
officers represent thirty-six member 
companies. Nearly forty ladies are 
present. Officers of nonmember com- 
panies and service organizations, in- 
surance commissioners and others con- 
stitute the remainder. Golf and motor- 
ing have prepared early comers to en- 
joy the sessions. Last night those on 
hand had a dance. Tomorrow the Cali- 
fornia companies will give the ladies a 
motor ride over famous seventeen mile 
drive. 

Hearty Greetings Extended 


After President Randall had called 
the meeting to order and Secretary 
Blackburn had called the roll, Former 
Governor James N. Gillette of Califor- 
nia extended a most hearty welcome. 
He invited all companies to enter the 
state where people never die unless 
they come here sick. Isaac Miller 
Hamilton, president of the Federal 
Life, did not indulge in the usual face- 
tious remarks in his response, but en- 
tered upon serious discussion of the 
history, the purposes and accomplish- 
ments of the convention. 

Secretary Blackburn’s report showed 
expenditures have overtaken income 
and must be curtailed or income in- 
creased. Later the by-laws were 
amended to increase the fee for ad- 
mission to membership from $200 to 
$300 after this year. 


Chorn Defends State Supervision 


President Randall, after a few pre- 
liminary remarks about the conven- 
tion’s progress, took up a discussion 
of life insurance, its benefits, growth 
and prospects. 

Owing to the late luncheon hour 
here, the discussion of “Supervision” 
on the afternoon program was brought 
forward. Walter K. Chorn, insurance 
Superintendent of Missouri, defended 
state as opposed to federal supervision 
and discussed the dangers of interfer- 
ence by federal courts. Charles W. 
Gold, treasurer of the Jefferson Stand- 
ard Life, in his paper on supervision, 
suggested laws to provide for a board 
of state officers to hear appeals from 
rulings of insurance commissioners. 
There was little discussion. 

Following luncheon the president 
announced that committees will report 
at various sessions to avoid a rush on 
the last day. Accordingly the mem- 
bership and blanks committees re- 
ported. 

Keesling Has Strong Paper 


Mr. Keesling’s address was a very 
powerful paper. Not only did he take 





up various classes of annoying and 
burdensome laws, but he made an ap- 
peal for cooperation with the view to 
creating a more healthy public opinion. 
He sees tendencies towards state in- 
surance and recognizes the danger of 
them. He reads like a machine gun, 
and his points hit like bullets. 

H. R. Cunningham, general manager 
of the Montana Life, brought out other 
points in an extemporaneous speech. 
He said he would not attempt to an- 
swer Mr. Keesling, as his paper was 
unanswerable. 


Demand for Modern Tabie 


Then came the address of Arthur 
Hunter, actuary of the New York Life, 
who spoke, however, not in that capac- 
ity, but as an individual. He went into 
the history of the movement for new 
mortality tables, pointed out the great- 
ness of the work, the advantages and 
disadvantages, what might be ac- 
complished by it and some things it 
would not result in. He favors going 
ahead, as the public demands a mod- 
ern table and the insurance commis- 
sioners desire it. Perhaps the best part 
of his talk was his entirely informal 
answering of questions. The audience 
drank in every word he said. T. W. 
Vardell, who was acting as chairman 
at the time, said it was an opportunity 
of a lifetime to learn what many de- 
sired to know. 


Anderson Against New Table 


L. A. Anderson, actuary Wisconsin 
department, expressed his grounds of 
opposition to making a new mortality 
table, as stated by him in a pamphlet 
last spring. He said, however, that if 
the companies were ready to meet the 
expense, the information that would be 
brought out would be very desirable. 

J. B. Reynolds, chairman of the mem- 
bership committee, reported that the 
present membership is ninety-six. In 
the past year the Great Republic, the 
Farmers & Bankers and the Common- 
wealth of Omaha have joined. The 
convention lost five members by re- 
insurance, one by merger and two by 
resignation. The committee recom- 
mended that the by-laws be amended, 
changing the membership fee from $200 
to $300, effective July 1, 1916. This 
was adopted. j 

The special committee on blanks re- 
ported Thursday and was discharged. 
On its recommendation the by-laws 
were amended to provide for a stand- 
ing committee’on blanks. The special 
committee recommended changes in re- 
ports to agree in certain particulars 
with the standard statement blank, and 
this was adopted. 

At the evening meeting A. D. Hind- 
man, vice-president of the American 
Life of Des Moines, opened the discus- 
sion of “Competitive Literature,” by 
reading a paper. Then the convention 
went into executive session on topics 
affecting company management, com- 
petition and the welfare of the busi- 
ness. 





Some Outsiders Present 


Several nonmember companies were 
represented by officers, as follows: W. 
C. Scheide, manager Prussian Life: 
Fred R. Jones, secretary Prairie Life, 
Omaha: G. W. Brearly, secretary For- 
est City Life; C. W. Brandon, presi- 
dent Columbus Mutual Life: W. J. 
Williams, president Western & South- 
ern; James V. Barry, assistant secre- 
tary Metropolitan: A. J. Conover, pres- 
ident, and H. R. Stapp, manager, Gem 
City Life. 





Dan W. Simms Present 


The many friends of Dan W. Simms, 
formerly general counsel of the’ La- 
fayette Life, were pleased to find him at 
Del Monte. He is much improved in 
health and is opening a law office in 
Los Angeles. 





As has been startlingly said (yet it is 
full of truth), the man who in these en- 
lightened times passes on without life 
—— in effect absconds as well as 

ies. 





ANNUAL ADDRESS OF 
PRESIDENT RANDALL 


Glowing Panegyric of Life Insur- 
ance Delivered by Conven- 
tion Head 





BROAD FIELD IS REVIEWED 


Uses and Services of the Institution 
Are Described and Greater Growth 
Predicted 


In his annual address President E. 
W. Randall took for his topic “Life 
Insurance,” and delivered a panegyric 
of the uses, services and benefits of the 
institution. He reviewed its growth 
by decades and predicted a still greater 
growth, saying the demand is ever in- 
creasing. His address was as follows: 


Life insurance educates children. 

Life insurance protects the family. 

Life insurance cultivates the habit of 
thrift. 

Life insurance makes provision for 
the inevitable rainy day. 

Life insurance pays debts and lifts 
the mortgage from the home. 

_Life insurance gives repose to the 
rich and courage to the poor. 

Life insurance builds credit and re- 
establishes encumbered estates. 

Life insurance provides scholarships, 
endows charities and erects churches. 


Appeals to Hearts of Men 


Life insurance is full of human inter- 
est. It appeals to the hearts of men 
always. 

Life insurance preserves business by 
protecting the factors which make 
business a success. 

_Life insurance builds estates and fur- 
nishes the safest medium for the dis- 
tribution of estates. 

_Life insurance encourages the mar- 
riage of the prudent man and woman 
and lays the home foundation. 

Life insurance replaces hardships and 
adversity with ease and serenity—and 
peace of mind adds length of days. 

Life insurance is every day, common 
sense, intelligent business with a prac- 
tical spirit of understanding and coop- 
eration. 

Life insurance certifies to a man’s 
love of family and deepens the love and 
respect which wife and children hold 
for him. 


Universal in Beneficence 


Life insurance is universal in its 
beneficence. Its service is adapted to 
all classes and conditions of men. The 
poor need it. Thé rich demand it. 

Life insurance insures the unex- 
pected. It lives up to its promises and 
pays all just claims promptly and un- 
ostentatiously. It is positive and per- 
manent. 

Life insurance stands between the 
home and the enemies of its happiness 
and security. For cooperative service 
in home protection, it is the greatest 
institution in the world. 

Life insurance, by good conduct and 
large results, is constantly securing 
wider and better recognition. Legisla- 
tion is less hostile and supervision is 
more helpful and sympathetic. 


Original Purpose Outgrown 


Life insurance has outgrown the 
original purpose for which it was insti- 
tuted and has become a dominant fac- 
tor in every department of life. It is 
admitted to be essential to the main- 
tenance of the social, business and 
financial structure. 

Life insurance renders large public 
service. General taxation is lessened 
because of it. Fewer almshouses are 
needed. Old age for the beneficiaries 
of life insurance does not mean becom- 
ing a community charge. Children are 











E. W. BANDALL, St. Paul 
President 





educated—are given a fair chance in 
life—and good citizenship is assured. 


Excessive Taxation Opposed 


Life insurance should not be made 
to carry unnecessary burdens. Taxes, 
beyond the cost of supervision, are un- 
warranted. If it can be generally un- 
derstood that in life insurance, as in 
everything else, the ultimate consumer 
pays the cost and that every dollar of 
added expense for the company means 
increased expense for the policyholder, 
the viewpoint of legislators will change. 

men generally can be _ induced, 
through thrift and_ self-sacrifice, to 
make secure the future of their fami- 
lies, they should be encouraged and not 
penalized by their government. 


For Groups Danger Does Not Exist 


Life insurance offers its service to all 
and bears the risk of life which no man 
can afford to carry alone. It needs no 
disaster on sea or land to emphasize 
man’s helpfulness as an_ individual. 
The law of averages and the deaths oc- 
curring from ordinary causes every 
day are sufficient. Each person should 
attach himself to a group sufficiently 
strong to meet the possible loss. This 
he does when he secures an insurance 
contract. To a family, the loss of an 
individual life may be a tragedy; to a 
group, it is but an incident in the work 
of the day. No one can say what a day 
may bring forth for the man who 
stands alone, but we know that the 
great current of life, as a whole, moves 
on securely in channels broad and deep. 
The danger to a single life is great. 
For the group, the element of danger 
does not exist at all. 


Gesson From the Frontier 


Life insurance is protection, a refuge 
for all entitled to its care. Those who 
have had frontier experience or have 
read of the struggles of the early pio- 
neers know about the community 
stockade. The walled enclosure, built 
by the scattered farmers working to- 
gether, furnishes the security which 
the lonely cabin, no matter how full of 
hope and happiness in peaceful times, 
could not give when hostile Indians 
were on the warpath. 


Comparison With Life Insurance 


As the frontiersman built with joint 
labor the stockade which served for the 
protection of each and all, so the re- 
sponsible men of today build, by joint 
effort, a solid wall of security, behind 
which families can shelter when a foe, 
more relentless than savages, over- 
takes them. The building is a labor of 
love, of service, the kind of labor 
strong men give gladly for the secur- 
ity and happiness of those dependent 
upon them. The contribution of any 
individual is small, it would amount to 
but little by itself, but when united 
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with the contributions of his fellows, 
becomes sufficient for the safety of all. 


Progressive Source of Education 


Life insurance, in its demonstrated 
work, is a perpetual, progressive source 
of education for those who make the 
laws, for those who supervise, for 
executives in charge of its work, for 
the agents who are its representatives 
in the field, for those who are insured 
and for those yet to be insured. Bene- 
ficiaries should not be overlooked. 
They need education to make results 
permanent. The intention of the in- 
sured should be carried to a lasting, 
not a temporary good. Life insurance 
pays debts, if it is so applied. It edu- 
cates children, if the children or their 
guardians so make use of it. Among 
beneficiaries it may cultivate saving 
habits, or it may encourage the spend- 
thrift spirit. It will protect the fam- 
ily, temporarily or permanently, de- 
pending upon whether the proceeds of 
policies be quickly spent or are profit- 
ably invested. 


Lays Golden Eggs 


The spirit and intention of the in- 
sured must pass to the beneficiary or 
the purpose in it all will be defeated 
and the effort of the insured will come 
to naught. We have all heard of the 
goose which laid the golden eggs. The 
tale is not a figment of imagination, 
but has a foundation in fact. Each 
life insurance policy, when matured, 
paid, and properly invested, becomes a 
producer of golden eggs, till the end 
of time, if permitted to live and thrive. 
Slaughier is as fatal now as in the days 
of old. Those who use carelessly the 
provisions of life insurance, are only 
respecting again and again that old 
colossal blunder. 

Sense of Responsibility 


Life insurance develops a sense of 
responsibility among its votaries. All 
executive officers feel it. The relation 
of trust between policyholders and the 
companies: is so close and the object 
to be attained so important that the 
most painstaking care and effort on 
the part of officers can hardly be 
avoided. Affairs of management, cost 
of new business, expense ratio, mor- 
tality cost, interest earnings and all 
other matters of an internal nature, as 
well as external conditions in which 
the general public is concerned, receive 
the closest study. Results show it. Mis- 
takes are few and failures are practic- 
ally unknown. An ever-increasing in- 
dividual and public confidence is mani- 


fest. 
? Companies Are Trusted 


Carefully thought out laws have been 
helpful, and public supervision in the 
main has been beneficial, but in the 
establishment of this confidence the 
steady and competent work of com- 
pany officials has been the chief fac- 
tor. But few men can be found now 
who are in any way afraid to trust 
their savings and their most serious 
obligations to the insurance company 
of their choice. Nothing could weaken 
confidence or injure the institution of 
life insurance more than the failure of 
any company to meet the reasonable 
expectations of its patrons at any ma- 
terial point. The obligation for the 
highest service rests squarely upon 
every company official. 

By-Products of Service 


Life insurance has many by-prod- 
ucts. The service rendered by the in- 
vestment departments of the companies 
is one of them. Amounts collected in 
premiums are not sufficient to mature 
policies, but premiums collected, plus 
interest earnings are sufficient. The 
investment of these accumulated pay- 
ments of insurance is necessary and 
the interest earnings are essential in 
the maturing of insurance plans. The 
insurance companies, therefore, become 
an important source of money supply 
and serve those in need of more capital, 
the man who desires to develop or en- 
large his farm or the man who plans a 
business block or a home as well as 
the men who build railroads or plan 








and carry out other large undertak- 
ings. 

x Financed By Life Insurance 

An examinaton of the lists of bonds, 
mortgages and other securities held by 
insurance reveals a service in money 
supply far greater than is generally 
supposed. It is probable that many of 
the large systems of business so useful 
in country-wide development, could 
not have been financed at all except for 
life insurance service. The new San- 
Francisco is a good illustration of this 
by-product. About $300,000,000 of the 
money used in the rebuilding of this 
wonderful city was furnished by life 
insurance. 


Service of All Branches 


Life insurance, with its brother or- 
ganizations, liability, casualty and fire 
insurance organizations, are rendering 
tremendously important service in 
many directions. The companies in- 
suring honesty in official positions and 
among employes protect organizations 
and employes and furnish a strong in- 
centive toward effective and honest 
service, helping in a large way to make 
business dependable and to inculcate 
ruies of honesty in all business transac- 
tions. 


Casualty and Fire Insurance 


The casualty companies with their 
campaign of safety first, teach people to 
live carefully and to avoid accidents. 
It is to their advantage to reduce the 
number of the hait, the maimed and the 
blind to the largest extent. They want 
every man to be in the possession of 
his senses and to have two feet and 
two hands and to be efficient. 

The fire companies are teaching the 
proper construction and care of build- 
ings and the prevention of waste. 
They want structures to be constructed 
and to stand for permanent use. Piles 
of ashes do not appeal to them. 


Teaches Healthful Living 


Life insurance, through the various 
medical departments and _ otherwise, 
teaches healthful living and conducts 
extensive campaigns for the elimination 
of preventable diseases and for the 
maintenance of health. The span of 
human life is being lengthened and the 
conditions under which we live are be- 
ing steadily improved. These by-prod- 
ucts of insurance, in the aggregate, 
render such tremendous human service 
that the most liberal estimate will be 
no more than a weak approximation. 


Great Growth Since 1860 


Life insurance is growing. In 1860 
the population of the United States 
was 31,000,000. The number of policies 
in force in legal reserve companies Jan. 
1 of that year was only 49,608, and the 
total amount of insurance in force was 
$141,497,977. 

Here are some figures by decades: 

No. of 


Population Policies Amount 

1880 50,155,783 595,486 $ 1,439,961,165 
1890 62,622,250 4,550,027 3,582,986.703 
1900 76,303,387 12,871,797 7,774,280,005 
1910 93,400,000 30,213,076 16,713,805,489 
1915 100,000,000 40,176,511 22,071,167.505 


Yet the growth of the business 
has only begun. It is estimated that 
over 90 per cent of the fire hazard of 
the country is protected by insurance. 
It is believed that less than 10 per 
cent of the life hazard is so covered. 
There are still many men with no in- 
surance at all and very many who 
are carrying insurance in insufficient 
amounts. 


Demand Is Increasing 


With wider knowledge, the demand 
for life insurance is increasing. More 
men are buying it every year and buy- 
ing it in increasing amounts. It would 
be exceedingly difficult to say what the 
ultimate result will be, but that the fig- 
ures will be tremendously large there 
can be no question. With so many 
people needing the service which life 
insurance companies furnish, it is safe 
to say that the amount of business to 
be secured and the field of usefulness 
to be covered by any good life insur- 
ance company, is limited only by the 


Year 


| ability of the men having its affairs in 
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charge. Men engaged in the work 
have every reason for being optimistic. 


Many Life Insurance Organizations 


Life insurance has its organizations. 
This American Life Convention is one 
of them. _Through the machinery of 
this organization the efforts of over a 
hundred life insurance companies are 
combined and made effective. Its in- 
fluence is felt in legislation, in supervi- 
sion, and in a more favorable attitude 
on the part of the public as a whole. 
There are other organizations, the Life 
Presidents Association, the National 
Convention of Insurance Commission- 
ers, the National Association of Life 
Underwriters, with its numerous branches, 
all doing similar work. The mission 
of all of them is helpful. 


Agree on Fundamental Principles 


These organizations are learning, al- 
so, the value of cooperation. The time 
will soon come, possibly has already 
come, when’ these organizations will 
agree in all of the essential and funda- 
mental principles of life insurance and 
will work harmoniously and effectively 
for the up-building of life insurance as 
a whole. This, our organization, does 
cooperate and invites the cooperation 
of others in all matters of general or 
common interest. As members, we can 
take pride in the spirit and in work of 
the American Life Convention. We 
can well afford to devote necessary 
time and money to our organization 
and its work. 


Efficiency Is Multiplied 


When general conditions are favor- 
able, the greatest prosperity is pos- 
sible for individual companies. As the 
contribution of the individual policy- 
holder, insignificant by itself, becomes 
wonderfully potent when united with 
the contributions of fellow policyhold-, 
ers so the effort of the single company, 
when merged with the effort of other 
companies, becomes many fold more 
effective in the betterment of condi- 
tions and in broadening the sphere of 
usefulness for life insurance and insur- 
ance as a whole. 


A place like the Hotel Del Monte 
certainly has advantages as a conven- 
tion place over a city hostelry. Here 
those who attend a meeting have to 
stay together and get acquainted. Un- 
less somebody runs in from the out- 
side, there is no chance to talk business 
with anybody except members of the 
convention crowd. This hotel is fine, 
an immense building on 126 acres of 
beautiful grounds, not including the fa- 
mous golf course. There are no dis- 





tractions but bathing, motoring, horse- 
back riding and sightseeing—none of 
the large-city, high-pressure, exhaust- 
ing features that help wear a business 
man out when he should be getting 
something of an outing at a conven- 
tion, 








SECRETARY-TREASURER 
MAKES ANNUAL REPORT 


Review of | Accomplishments of 
American Life Convention 
in Ten Years 





COMPLETING FIRST DECADE 





Thomas W. Blackburn, Elected at 
First Meeting, Casts Glance 
Over the Past 





_Ten years ago the American Life 
Convention was organized at Chicago, 
and Thomas W. Blackburn, elected 
secretary-treasurer at the first meeting, 
has held the office ever since. In re- 
porting on the tenth year of the or- 
ganization’s history, Mr. Blackburn 
cast his eye over the past and re- 
viewed some of the results achieved 
in the first decade. He claimed for 
the convention a greater all-round 
service than has been rendered by any 
other representative life insurance in- 
stitution. 


Genesis of the Convention 


Mr. Blackburn’s report was as fol- 
lows: 

About ten years ago this very month, 
Joseph B. Reynolds, president of the 
Kansas City Life, and the late Charles 
E. Dark, deceased, then vice-presi- 
dent of the American Central Life of 
Indianapolis, conceived the idea that 
the western and southen life companies 
should be called together for a con- 
ference. They prepared a letter upon 
the subject and by telephone secured 
the privilege of adding to their own 
names the name of Sidney A. Foster, 
secretary of the Royal Union Mutual. 
The Great Northern hotel at Chicago 
was the place selected for a meeting 
and Nov. 30, 1905, was named as a con- 
venient date for the purpose in mind. 


Elected at First Meeting 


On that occasion I was selected as 
scretary of the meeting. My activities 
for the American Life Convention, or- 
ganized Jan. 30, 1906, began with this 
preliminary meeting and year by year, 
for nearly ten years, I have had the 
honor of serving the organization. It 
is with some pride, therefore, that I 
come before you here in the golden 
west for the tenth time as your sec- 
retary to report upon the work of the 
past year. 


Financial Accuunt 


When we adjourned our meeting at 
Dallas, Tex., last October, the financial 
statement as of Oct. 1, 1914, showed a 
balance on hand of $2,240.51; a total 
of expenditures for the convention year 
of $15,055.85. Our total receipts for 
the convention year ending Oct. 1, 
1914, were $12,128.80, showing a de- 
ficiency in our annual revenue at that 
time of $2,827.05. In other words, our 
reserve fund of more than $5,000 was 
heavily depleted. This was partly due 
to the fact that our convention year 
was fourteen months instead of twelve, 
but chiefly due to the natural increase 
of expenses incident to enlarged ac- 
tivities and wider efforts for usefulness. 


Conducted at Low Cost 


The annual financial statement 
should not surprise the membership, 
but it indicates that necessity of either 
increasing our resources or curtailing 
expenses. The finance committee will 
audit the report of the treasurer and 
may make some suggestions relative 
to the matter of revenue and disburse- 
ments. I have no apology to make for 
the showing and believe that the exe- 
cutive committee and the secretary are 
conducting the important business 0 
this great organization at a phenome- 
nally low cost not only to individual 
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companies but to the convention. It 
is no part of my business to produce 
the income excepting as it may be in- 
creased from membership fees, but it 
is my business to direct, in very large 
measure, the expenditures and if there 
has been any extravagance anywhere 
the fault lies primarily with me. 

The financial statement shows re- 
ceipts of $14,918.51 and expenditures of 
$14,708.04. 


Loyalty of Each to All 


I am certainly most grateful for the 
continued courtesy and consideration 
shown me by the executive committee 
and the entire membership. It is an 
honor to be associated with the men 
composing this organization. It is a 
genuine pleasure to serve their united 
interests, and I take this occasion to 
thank one and all for constant kind- 
ness and the many, very many, highly 
valued words of commendation re- 
ceived through correspondence and by 
word of mouth from our membership. 
I never again expect to make so many 
valued personal. friendships as have 
grown out of my position with the 
American Life Convention. I shall 
never meet an organization made up 
of men of higher grade, more genuine 
integrity, superior intelligence, or more 
manly instincts. It is one of the 
proudest things in my very busy life, 
that I have been considered worthy of 
your friendship and confidence. What 
has been achieved in building up our 
organization, through your cordial co- 
operation, very naturally gives me 
great delight, but the American Life 
Convention is not my achievement, it 
is the result of the faithful, steady and 
efficient loyalty of each to all and all 
to each. 

Established Preliminary Term 


What has been actually accom- 
plished? 

The American Life Convention may 
justly take credit for the establishment 
of the principle of preliminary term 
method of valuation, thus making it 




















possible for life insurance companies 
to be established in the western and 
southern states, which under the full 
reserve method would have been im- 
practicable if not impossible. This has 
been a distinct forward step in life 
insurance history and has resulted in 
the development and growth of more 
than a hundred solvent successful life 
insurance companies west of the Hud- 
son river. 


Stood for Good Laws 


To the members of the American 
Life Convention the organization has 
been a safe haven and a constant and 
efficient line of pickets. Watching 
carefully proposed legislation, initiating 
only such laws as were essential to 
the welfare of the policyholder, it has 
stood continually for good laws and 
uniformity of legislation. 

Its relations with the insurance de- 
partments has been generally cordial 
and in the last few years departmental 
officials have cheerfully come to its 
support and now regard it with most 
friendly consideration. 

Service to Public 


The general public, by reason of the 
wide distribution of these companies 
through thirty-three of our states, has 
been educated to correct views of life 
insurance and has been brought into 
closer touch with the great principles 
as well as the established methods of 


the. companies throughout the Union. 


It has benefited not only its own mem- 
bership in this particular, but has 
brought the people in very large meas- 
ure to regard life insurance as an 
economic fact of inestimable value. 

Its service to individual policyhold- 
ers, through the companies represented 
in the organization, is reflected in the 
liberalizing of the policy conditions 
and the fairness with which policy- 
holders have been treated. 


Source of Important Literature 


The American Life Convention is en- 
titled to credit for creating a source 

















of life insurance literature recognized 
throughout the life insurance world as 
of the very greatest importance. Every 
single annual meeting of the American 
Life Convention has given to the pub- 
lic, in papers carefully prepared by 
skilled insurance writers, information 
upon life insurance topics never be- 
fore available to the companies, agents 
or readers generally. 

It is peculiarly true that up to the 
date of the organization of the medical 
section of the American Life Conven- 
tion the medical departments of life 
insurance companies were without any 
literature to guide them in their re- 
sponsible duties. Other organizations 
have long been in’ existence, but their 
proceedings have been printed for pri- 
vate circulation and were available 
only to a selected number. 


Clearing House of Information 


The American Life Convention, 
through its  secretary’s office, has 
created a clearing house of life insur- 
ance information and through that of- 
fice individual companies and the busi- 
ness generally have been benefited by 
the dissemination of information never 
before available. 

The American Life Convention is 
the only organization of life insurance 
executives in the. world. Other asso- 
ciations limit their membership to spe- 
cial forms of executive activities. Ours 
is a company organization, and the 
executives of the companies are the 
speaking representatives of the busi- 
ness of the convention. Never before 
have the managerial, actuarial, ac- 
counting, legal, medical and field of- 
ficers been brought into an organiza- 
tion for the exchange of information 
and substantial cooperation. We oc- 
cupy a field all our own, without com- 
petition, but ready at all times for 
cordial cooperation for the general 
good of the business in which we are 
engaged. 

Claims Premier Place 


I think it will be admitted by all 





students of life insurance in the United 
States that this organization has ac- 
complished more important results to 
companies, policyholders and the pub- 
lic than any other institution repre- 
sentative of the interests of life insur- 
ance, 

We do not boast of our achieve- 
ments, because the work undertaken at 
the date of organization has, through 
a process of natural evolution, developed 
into a power and influence for the 
good of each and the good of all that 
was not anticipated. 


Equal to All Emergencies 


It is to the credit of the organization 
that it has met its duties as they have 
been presented, and been equal to all 
the emergencies growing out of the 
plan of cooperation originally set forth 
in our constitution and declaration of 
principles. We have been peculiarly 
fortunate in the results achieved and 
credit for all that has been accom- 
plished must be given to the original 
conception of our organization, planned 
as it was to unite in a great demo- 
cratic association the interests of all 
who were engaged in the business of 
life insurance, whether actually mem- 
bers participating or beneficiaries of 
what has been accomplished. 





Isaac Miller Hamilton, president of 
the Federal Life, accompanied by Mrs. 
Hamilton and their little daughter, 
spent last week at Del Monte, at- 
tending the Insurance Commissioners’ 
Convention and hobnobing with his 
numerous friends among the commis- 
sioners and visiting insurance men. He 
was interviewed by several men who 
want him to enter the Federal in Cal- 
ifornia. 





_Mark T. McKee, Detroit, secretary Na- 

tional Council of Insurance Federation 
Executives, etc., arrived Wednesday night 
to present the claims of the federation 
for endorsement by the life companies. 
He met the executive committee Wednes- 
day night. 
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NEW MORTALITY TABLE 
IS NOT NECESSARY 


Comment Made By Secretary 
Lawrence M. Cathles of the 
Southwestern Life 


TABLES SHOW RESULTS 


Actual Death Rate and Force of Com- 
petition Will Continue to Govern 
Net Cost 





Lawrence M. Cathles, secretary and 
actuary of the Southwestern Life of 
Dallas, spoke on the subject “Is a New 
Mortality Table Necessary?” Mr. 
Cathles is one of the leading actuaries 
in the American Life Convention and 
his views received much attention. He 
said: 


The question therefore of whether 
we should have a new mortality table 
is not an academic one about which 
we may comfortably theorize, but a 
very practical one, which we have to 
face immediately, unless the Insurance 
Commissioners’ Convention, which has 
not met at the time of writing this ar- 
ticle, may have already decided against 
a new table by the time this paper is 
read. In other words, it is no longer 
a question of what would we like to 
do about a new mortality table, but 
rather, what answer must we give to 
the demand for a new mortality table. 

There has already been a voluminous 
discussion of the subject, both in the 
insurance press and in actuarial cir- 
cles. So far as I have been able to 
ascertain, the principal reasons ad- 
vanced for and against the prepara- 
tion at this time of a new mortality 
table are as follows: 

2 * s 


BEASONS FOR IMMEDIATE PREPARA- 
TION . 


I. Public Demand—Declaration of 
insurance commissioners that the 
American Experience Table does not 
correctly represent the true mortality 
experience of American companies. 

II. Truth Wanted—Life insurance 
companies themselves want to know 
the real truth about the present day 
rate of mortality, realizing that the 
American Experience Table is now 
fifty-five years old and may be out of 
date. 

III. M. A. Table Will Be Quoted as 
True Table Unless Superseded—The 
mischief is already done. Doubts have 
been cast upon the correctness of the 
American Table and if a new table 
authoritatively representing present 
day mortality is not prepared, the pub- 
lic will assume that the M. A. Table 
shows the present day rate of mortal- 
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ity and should be adopted for the cal- 
culation of both premium rates and re- 
serves. The Medico-Actuarial Table, 
we are warned, is not a safe basis for 
the calculation of premiums and re- 
serves because it is based upon lives 
insured instead of upon amounts in- 
sured at the various ages. 

It is not likely, however, that a 
new table in which the same lives are 
used, but in which the amount of in- 
surance is taken into consideration, 
would show a mortality more than 
ten to fifteen percent greater than that 
shown by the Medico-Actuarial Table. 

In making the Medico-Actuarial Ta- 
ble, a shorter period of time after is- 
suance of policies has been cut out to 
offset effects of, medical selection than 
has been customary in the past, al- 
though indications are that the effects 
of medical selection at the younger 
ages last for double the length of time 
assumed in the Medico-Actuarial Ta- 
ble. The question, therefore, arises 
as to whether the Medico-Actuarial 
Table is really a table of ultimate 
mortality. It is conceded that an ulti- 
mate table is most suitable as a basis 
for the calculation of premium rates 
and reserves. 

IV. Mortality Curve Changed—lIt is 
acknowledged that the curve of the 
American Experience Table is entirely 
out of accord with the facts and that 
the commissioners’ declaration is there- 
fore justified. 

* . 


AGAINST IMMEDIATE PREPARATION 


I. American Experience Table is 
Safe and Equitable—The most impor- 
tant consideration in regard to any 
mortality table is—as to whether it is 
sate. Does it make sufficient provision 
for the payment of death claims and 
other guaranteed values? The asser- 
tion is made that the American Ex- 








perience Table of Mortality has been 
proven by actual experience to be ab- 
solutely safe and thoroughly reliable. 
It is further stated that the use of the 
American Experience Table does not 
result in material injustice to individ- 
ual policyholders. It is pointed out 
that a table correctly representing the 
average mortality experienced by all 
companies would show a mortality 
greater than that experienced by some 
companies and less than that expe- 
rienced by other companies, and that 
such table would, therefore, not be 
safe for general adoption as a basis 
of premium rates and reserves. It is 
even asserted that if a new table were 
constructed from a scientific point of 
view, which would be more widely 
applicable than the Medico-Actuarial, 
such new table would be of little real 
use as a practical proposition because 
it would not do substantially any more 
justice to the general body of policy- 
holders than is done now. 

II. If New Table Forces Lower 
Rates Companies Will Be Stricter in 
Selection of Risks—It is prophesied 
than an inevitable result of the adop- 
tion for premium rates and reserves of 
a table like the Medico-Actuarial, 
which produces materially lower net 
premiums and higher reserves for the 
principal plans of insurance, would be 
the adoption of stricter standards of 
medical selections, thus limiting the 
number of people, ‘who would be eligi- 
ble for the benefits of life insurance 
protection. 

Many people hold that the life in- 
surance company which more nearly 
insures the whole community is the 
company which more nearly fulfills its 
duty and fully justifies its existence. 
Their suggestions for a situation such 
as the present would be a general re- 
laxation in the rules for medical se- 
lection at the principal insuring ages, 
so that the actual mortality experienced 
by companies should more nearly ap- 
proach that shown by the mortality 
table upon which their premium rates 
are based. 

III.—Data Available Is Either Un- 
suitable or Insufficient—It is seriously 
doubted whether a mortality table pre- 
pared from the data now available 
would correctly forecast the rates of 
mortality which will be actually expe- 
rienced in the future. In support of 
these doubts, it is pointed out that 
a great change took place in methods 
of selection and in the kinds of policies 
issued following the Armstrong investi- 
gation in 1905; that the cutting out of 
the first five years experience would be 
necessary for the construction of an 
ultimate table, which would leave only 
four or five years experience under 
modern conditions. It is pointed out 
further that the rate of mortality varies 
according to the plan of insurance, 
and that this meagre experience would 
be further weakened by. splitting up 
into at least three divisions. It is 
suggested that because America has 
been at peace since the Civil War, 
and has for many years been passing 





through a period of unexampled de- 
velopment and general prosperity, the 
rate of mortality experienced during 
the past twenty or thirty years would 
not be a safe guide for the future. 

War has never in the past affected 
the solvency of life insurance compa- 
nies, but war has never in the past 
been made upon the scale of the pres- 
ent European war. The possibility 
of a serious increase in the death rate 
amongst insured lives on account of 
a future war cannot be entirely ignored. 
It is worthy of note that the market 
price of the stock of British life in- 
surance companies has decreased ma- 
terially since the war started. There 
is nothing in the financial world that 
approaches in stability and security a 
well managed life insurance company, 
and the increase ‘in the general rate of 
interest would not seem to be sufficient 
to account entirely for the shrinkage 
of values. 

IV. Reduction of Amount Allowed 
as First Year Expense—It is pointed 
out that the adoption of any table 
more correctly representing the actual 
mortality experienced by the compa- 
nies would have a serious effect upon 
the amount allowed for the acquisi- 
tion of new insurance under the pres- 
ent New York law, reducing it mate- 
rially. 

V. Hardship on New Companies—It 
is pointed out that the actual mor- 
tality experienced and not the mortal- 
ity shown by any mortality table is 
what governs the actual cost of in- 
surance to the public. This is self- 
evident where participating annual 
dividend business is concerned, and so 
far as nonparticipating business is 
concerned, it is also true, because 
competition really fixes the premium 
rates for nonparticipating business. 

* * * 


Would Not Be Adopted if Unsuitable 


Even if a new table is prepared, i: 
does not follow that it will be imme- 
diately adopted by all states in the 
Union, although it will probably be 
ultimately adopted unless discredited 
as a safe basis for calculation of pre- 
mium rates and reserves. The feeling 
of the public has been that present 
mortality tables permit life insurancé 
companies to charge too high pre- 
miums and accumulate too great re- 
serves. If after a new table is made, 
it is shown that the actual rate of 
premiums charged will not be mate- 
rially changed and that the accumula- 
tion of reserves would be inevitably 
increased by its adoption as the legal 
standard, public interest in the adop- 
tion of a new mortality table would 
disappear. 

The Medico-Actuarial Table may be 
taken as proving that any new table 
used upon the mortality actually ex- 
perienced during the past twenty or 
thirty years, will, if adopted, cause 
a general increase in the reserves 
held by legal reserve life insurance 
companies. 


Will Not Cause Rate Reduction 
A superficial investigation of 1914 
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gain and loss exhibits will show to 
anyone that no new mortality table 
is likely to cause a general reduc- 
tion in the actual cost of life insur- 
ance to the general public, either by 
a reduction in the rates of premiums 
for nonparticipating insurance or by 
increase in the rates of dividends un- 
der participating policies, 

The loss on loading account because 
of actual expenses exceeding amounts 
received in premiums for expenses is, 
in nonparticipating companies (tak- 
ing them as a whole), greater than the 
profit from mortality, and participat- 
ing companies are already straining 
every nerve to pay the highest possi- 
ble policy dividends. The net earn- 
ings on nonparticipating business are 
not large and the companies outside 
of proper accumulations for policy divi- 
dends are neither paying excessive re- 
turns to their stockholders nor ac- 
cumulating excessive amounts of sur- 
plus for their benefit. 

Wet Earnings for 1914 

The actual earnings realized in 1914 
by all purely nonparticipating com- 
panies included in the following ta- 
ble averaged 79 cents per $1,000 of in- 





surance in force at the end of the 
year, and the dividends paid by them 
to their stockholders during 1914, av- 
eraged a little less than 234 percent 
of their capital stock. The average 
earnings for 1914 of all companies in- 
cluded in the following table were 
almost exactly $3 per thousand of 
the insurance in force at the end of 
the year; of this, $2.05 per thous- 
and was returned to policyholders in 
the shape of dividends and the average 
dividend paid to the stockholders was 
slightly in excess of 3%4 percent of 
their capital stock. Of course, some 
companies have been more successful 
individually. 


Summary of Gain and Loss Exhibit 


The figures given in the following 
table are summarized from the gain 
and loss exhibits of all life insurance 
companies with as much as $3,000,000 
insurance in force and with not more 
than $59,000,000 of insurance in force. 
An allowance has been made in all 
calculations for such items as surplus 
from the sale of new stock, amounts 
paid out for reinsurance of other com- 
panies, amounts set aside for deferred 
dividend policies and dividends actually 
paid to both policyholders and stock- 
holders: 


TABLE A 
Figures based 
on 1914 gain 
and loss Nonparticip’g 
exhibits Allcompan’s companies. 


Number of 
co 


om p’s ine 112 42 
eP 1 eee 23,793,509.00 $ 12,965,137.00 





force ... 1,453,831,408.00 421,078,604.00 
Loss from 
loading . 5,894,895.00 2,862,021.00 
Gain from 
mort’ty . 6,322,518.00 1,924,766.00 
Net earn’gs 
for year. 4,363,627.00 330,687.00 
sora LH — to 
Dividends wii senses 
to policy- 
holders . 2,983,934.00 10,126.00 
2.08 per M 
Dividends at 
to stock- 
holders 854,100.00 348,112.00 
equal to equal to 
3.6% -7% 


Average Loading Not Sufficient 


The above table not only supports 
the statements previously made, but 
it also indicates that the effects of any 
table more nearly reflecting actual ex- 
perience than the American have al- 
ready been discounted by the compa- 
nies. The companies have offset the 
excess amount collected for mortality 
Purposes by collecting in their pre- 
miums less than enough to meet the 
actual necessary expense of doing busi- 
ness. It is perfectly plain from a most 
superficial examination of gain and 
loss exhibits that the average loading 
In nonparticipating premiums is in- 
adequate to meet the average expense 
of doing busines. Premiums have not 
been increased on that account because 


tality and other profits to make up 
the deficiency in the expense loading. 
course conclusions based upon 
gain and loss exhibits must be accepted 
with care, not only because of differ- 
ences in the business of various compa- 
nies, but also because of the lack of 
uniformity in treatment of the same 
items by various companies. I believe, 
however, that the above are fair deduc- 
tions, and they are supported in a gen- 
eral way by other investigations along 
similar lines. 

Conclusions Are Given 
I believe an unbiased examination of 
the facts will show that a new mortal- 
ity table is not necessary either for 
the safety of the life insurance com- 
panies or for the protection of the in- 
suring public. A new mortality table 
is desirable for the more exact infor- 
mation which it will place at the com- 
mand of those responsible for the 
management of life insurance compa- 
nies. The actual death rate experi- 
enced by life insurance companies and 
the force of competition will continue 
to govern the net cost of life insurance 
protection to the insuring public in 
the future, just as it has always done 
in the past, irrespective of mortality 
tables. 
Mortality in Young and Older Companies 
The following table shows the actual 





and expected mortality of several 
groups of companies (the figures for 
some of the companies in these groups 
were not readily available). In com- 
paring the actual and expected mor- 
tality in different companies, it must 
be remembered that young companies 
naturally have as a general rule a 
larger percentage of freshly selected 
business, and should show a lower 
ratio of mortality than older compa- 
nies writing proportionately less new 
business: 


TABLE B 


Experience in 1914— 


Companies contributing data for Medico- 
esse Table (35 out of total of 
American Life Convention companies (87 
en OES aa de aulae delle 6h ecine a nbe:e 
Companies in Table A (105 out of 112).. 
Nonparticipating companies in Table A 
C40 Out OF 43). ccccccccccciccccccvess 
Companies in Table A: 3 million to 5 mil- 
lion insurance in force...........+.- 
Five million to 10 million insurance in 
WAGE «ibd oan kaa wkae deadsdains aces 
Ten million to 25 million insurance in 
WOBOS oh didcde des decncncecscetseccces 
Twenty-five million to fifty million insur- 
ance in fOrCe.....cccccccccccccccccee 


The indications of the above table 
are that in spite of the comparative 


“youth and inexperience” of young 
company managers, the death rate 
among the insured in the younger com- 
panies while not likely to exceed great- 
ly the death rate among those insured 
in older companies whose experience 
forms a basis for the Medico-Actuarial 
Table is not likely to be less. 
Preliminary Term Company Reserves 
Certain tables have been published, 


showing that for the average prelim- 
inary term company, the average re- 








Percentage 
of 
Actual to 
Actual Expected Expected 
Mortality Mortality Mortality 


$136,205,523.00, 
9,742,099.00 


$187,094,918.00 72.8% 
16,563,233.00 58.8% 


6,501,880.00 12,556,884.00 51.8% 
1,683,822.00 3,523,579.00 47.8% 
152,587.00 318,027.00 40% 
1,388,347.00 2,849,153.00 48.7% 
2,165,041.00 4,261,145.00 50.8% 
2,795,905.00 5,065,559.00 55.1% 





serve set up under the proposed new 
table would be less for the first five 
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man or two. 
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or six years after its adoption. In 
the remarks accompanying the tables 
referred to, the author is careful to 
point out that these low reserves arise 
from the mode of valuation and that 
in years subsequent to the first, larger 
sums must be added to reserve out of 
premiums than under the American 
Experience Table. 

It is important that managers of 
preliminary term companies do not 
misunderstand these tables. 

If a $27 premium is charged for 
a twenty-payment life policy at the 
age of thirty-five instead of a $30 
premium, as at present, it stands to 
reason that a preliminary term com- 
pany has $3 less with which to meet 
its first year expenses and death claims, 
whether it puts up a reserve of $2.47 
under the Medico-Actuarial or $4.33 
under the American Experience Table. 
If no change is made in gross pre- 
miums it will have the same amount 
actually available for expenses which- 
ever table is adopted. 


No Active Relief Obtained 


The first year reserve is a reserve 
for unexpired risk, not in any sense 
a permanent accumulation and the ef- 
fect of a smaller reserve being put 
up the first year would be absolutely 
limited to the year in which the new 
mortality table was adopted. The next 
year the decreased amount available 
towards expenses from mortality profit 
on the preceeding year’s business be- 
cause of the smaller reserve for un- 
expired risk would completely offset 
the amount by which the current year’s 
reserve could be reduced. No actual 
financial relief is, therefore, obtained 
and an apparent relief is shown upon 
the books of the company only for the 
first year or two under the new table. 


What Can a Young Company Do About It? 


It may not be amiss to consider 
means for safely lightening the bur- 
den to the younger companies, if such 
a table as the Medico-Actuarial is 
finally adopted. A very obvious meth- 
od of obtaining temporary relief would 
be the encouragement of term insur- 
ance. The existing premiums would 
appear low to the general public and 
reserves would be less under the new 
tables instead of greater. The only 
difficulty would be the reduced com- 
missions earned by agents. Another 
method which suggests itself is to use 
4 percent interest, instead of 3% per- 
cent, in the calculation of both pre- 
miums and reserves. One result of 
the European war is likely to be the 
arrest of any tendency towards lower 
interest rates, if indeed the unprece- 
dented destruction of men and material 
and the enormous amount of recon- 
struction work, which will be neces- 
sary after the war, does not force an 
actual increase in the general rate of 
interest for many years to come. 


Increase in Valuation Rate 


The rate of interest now being real- 
ized by life insurance companies taken 
in conjunction with new conditions af- 
fecting the probable future course of 
interest would seem to offer ample 
justification for at least a temporary 
increase in the valuation rate of in- 
terest generally adopted to 4 percent. 
The rates of interest realized by the 
very large companies approximate 4% 
percent to 5 percent. After setting 
aside the interest necessary to main- 
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Actuary of Home Life of New York Favors Compilation That Will 
Give Faithful Picture of Modern Mortality Curve—Trend of 
American Mortality—Analysis and Discussion of 
Experience on Substandard Risks 





Home Life of New York, read 
a paper at the convention on 
“The New Mortality Tables.” Mr. 
Moir discussed his subject under three 
heads, taking up, first, the desirability 
of preparing a new table of mortality; 
second, the trend of modern Amer- 
ican mortality, and third, extra mor- 
tality and substandard risks as illus- 
trated by the publications of the Med- 
ico-Actuarial committee. The address 
was illustrated by eight graphic charts, 
showing the experience on substand- 
ard lives compared with the normal. 
Mr. Moir’s paper was as follows: 


A CTUARY HENRY MOIR, of the 


When I was asked in the early part 
of this year to speak at this conven- 
tion, and at the same time the subject 
“New Mortality Tables” was sug- 
gested, I was, although Mr. Blackburn 
did not know it, in the midst of a study 
of a similar question, namely: “Should 
We prepare a New Mortality Table?” 
In spite of all the tables we now 
have, new and old, the question of 
preparing a new one is, like the poor, 
always with us, and at this time it is 
in my judgment quite an important 
matter. I have already expressed my- 
self fully on that subject and my re- 
marks, with the discussion by actu- 
aries, are a matter of record (see 
Transactions of the Actuarial Society 
of America, Vol. XVI, pp. 8 to 63). 
There are so many other phases of 
mortality which are interesting and in- 
structive that it seems undesirable to 
deal with that specific subject again, 
although it may be well to throw it 
open to general discussion here. 

s Sd a 
DESIRABILITY OF PREPARING 
NEW TABLE 


I would give here the briefest sum- 
mary of the principal reasons which 
appeal to me for urging the prepara- 
tion of yet another table: 

1. A new table is desirable for our 
general information. We have no ta- 
ble, based upon amounts, which is 
now representative of American mor- 
tality and suitable for financial calcu- 
lations. 

2. We have reason to believe that 
the curve of the present American Ta- 
ble is in no sense a faithful picture of 
the modern mortality curve. 








tain policy reserves and setting aside 
for stockholders of the companies in- 
cluded in Table A 5 percent of their 
existing capital and surplus January 1, 
1914, there remained out of the 1914 
interest earnings a surplus interest in- 
come equal to more than one and 
one-half percent of their assets, ex- 
cluding capital and surplus. Apparent- 
ly, therefore, companies at present earn 
a margin of interest equal to nearly 
three times the increase suggested in 
the valuation rate. 





3. Public officials and the people 
generally think there is injustice in 
Present standards; and whether they 
are right or wrong there seems but 
one convincing way of removing the 
impression. 

Needed for Nonparticipating 


4. Many companies now write non- 
participating business exclusively; they 
need a better standard, even if parti- 
cipating companies could get along 
without, The gain and loss exhibit of 
nonparticipating business on the pres- 
ent standard is largely fiction. 

5. In surplus distribution partici- 
pating companies should be guided by 
modern conditions. 

6. Surrender values may be consid- 
erably modified, when computed by a 
new table. Extended insurance at 
young ages would doubtless be in- 
creased, while at the older ages a re- 
duction seems more likely. 

7. Reserves, as between classes of 
policies and different companies, would 
be more accurate. 


Easier to Get Business 


8. It would be easier to get a good 
volume of desirable business. An ad- 
justment of rates towards equity al- 
ways yields this result. 

While the aggregate cost of insur- 
ance protection as paid for by the pub- 
lic cannot be changed by the adoption 
of a new table of mortality; and while 
the present reserves carried by a nor- 
mal company are ample to guarantee 
the existing obligations, nevertheless 
in individual cases a considerable ad- 
justment would seem to be necessary 
in order to meet modern conditions in 
a spirit of equity and accuracy. 


PRESENT TREND OF AMERICAN 
MORTALITY 


The trend of modern mortality in 
life insurance experience shows an un- 
doubted change in its incidence as 
compared with the past; namely, great 
improvement in vitality at the younger 
ages from infancy to middle life, com- 
bined with no improvement at all, if 
not indeed actual deterioration, at ages 
above 55. 

There seem to be five important fac- 
tors which affect this question and 
these five may be briefly stated thus: 

1. Improvements in sanitation, in 
medical skill, and in popular educa- 
tion for the conservation of health. 

2. Medical science now preserves 
many children who under the older 
practice would have died in infancy. 

3. Tendency towards delicacy of 
constitution through civilization. 

4. Immigration of adults from the 
older European countries. 

5. Medical selection in life insur- 
ance is now more skilled and effective. 


Apply to All Conditions 
It will be seen that the first four 
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of these factors have only a general 
connection with life insurance, and ap- 
ply to all conditions of society, while 
the fifth is peculiar to our business. 
Under the first head the question of 
sanitation is perhaps one of the most 
important. Within the last twenty 
years most cities, and we may cite as 
instances, New Orleans, Savannah, 
Cincinnati, and even St. Louis, have 
made important improvements in their 
sanitary arrangements which have had 
no obvious effect on such diseases as 
malaria and typhoid fever. Typhus 
fever, yellow fever, and smallpox are 
now almost unknown in the United 
States; and these ailments, with others 
of like contagious nature, should be 
completely overcome, as they have 
been in some communities. An out- 
break of smallpox or typhoid fever 
should be viewed as a disgrace to any 
community in which it may occur. 
Then we have the better education 
of parents and children, through the 
schools, in the laws of hygiene, in 
the value of foods, in the dangers of 
alcohol, etc. The campaign against 
the common house fly, until recent 
years looked upon as an_ inoffensive 
insect, also deserves honorable men- 
tion as a protection to health. 
Improvement at All Ages 


We should anticipate that the effect 
of all this growth in the intelligence 
of individuals and communities would 
result in an improvement at all ages, 
not only in childhood, youth and ear- 
ly manhood, but including mature life. 
The influence has not gone far, and 
cannot perhaps be credited with defi- 
nite results, yet it should be encour- 
aged in every possible way because 0 
the benefits promised in the future, 
and as a means of minimizing the 
delicacies of civilization. 

The study and knowledge of tuber- 
culosis in its nature, its treatment and 
its cure yielded results which could 
scarcely have been. dreamt of fifty 
years ago. Hundreds of thousands of 
young men and women have been 
saved for years of effective work 


























A GOOD OPPORTUNITY 
Write STATE LIFE INSURANCE CO. 


OF MONTANA 


| | Safe—Sound 


GREAT 





FOR TWO CAPABLE LIFE MEN 


who can furnish reference and bond. 








FALLS, MONT. 






































October 4, 1915. 


AMERICAN LIFE CONVENTION EDITION. 























AMERICAN 


CENTRAL 
LIFE 


INDIANAPOLIS, INDIANA 


ESTABLISHED 1899 


PRUDENTLY CONDUCTED 


OVER $37,000,000 OF LIFE 
INSURANCE IN FORCE 





Capable Men who are seeking permanent connection under 
contracts providing liberal compensation for the production of 


business of good quality are invited to correspond regarding 
open territory with 


HERBERT M. WOOLLEN 


President 




















10 


THE WESTERN 


UNDERWRITER. 


October 4, 1915. 








through improvements relating to this 
ene disease, 


Apparent Fallacy in Hypothesis 


It is sometimes said that medical 
science in preserving weak infants has 
caused a degeneracy of the adult race, 
and that such children, lacking vigor, 
bring about the increased death rate 
at the older ages. But please observe 
that actual increases in the death rates 
affecting insured lives are not notice- 
able until we come to about age 55. 
The result is that the preservation of 
infants now would by this hypothesis 
become effective some time after 1965, 
while the deaths taking place now 
about ages 50 and 60 must be caused 
by the preservation of infants some 
fifty or sixty years ago. 

I doubt whether we credit medical 
science with showing so much skill 
half a century ago; unfortunately, it 
is very hard to obtain reliable sta- 
tistics of the progress of infant mor- 
tality in communities so far back: 

* * x 
MASSACHUSETTS FIGURES ARE 
OF INTEREST 


_ The state of Massachusetts has reg- 
istration records giving infant death 
rates since 1856. Unfortunately ' all 
registration systems are more or less 
unreliable, as it seems to be impossi- 
ble to secure complete registration. It 
is usually supposed that deaths are 
recorded more accurately than births, 
but even the registration of deaths 
is only credited with accuracy to the 
extent of about 95 percent, and this 
approximation to truth has been ar- 
rived at in recent years. The follow- 
ing table shows the numbers of regis- 
tered births and deaths under one year 
of age, in quinquennial groups, also 
the death rate per 1,000 births in Mas- 
sachusetts from 1856 to 1913 inclusive. 
TABLE OF BIRTHS a 

DER ONE YRah OF ete aN 7 

MASSACHUSETTS 


D’th Rate 
Birthsin D’ths Under Under 


Period End’g 1 Year 1 Year Per 
Period. June30. In Period. 1000 Bths. 
1856-59... 138,147 16,758 121.3 
1860-64... 167,094 23,442 140.3 
1865-69... 168,027 25,120 149.5 
1870-74 207,049 35,992 173.8 
1875-79 212,435 32,799 154.4 
1880-84 7,074 37,274 164.1 
1885-89 260,198 41,962 161.3 
1890-94 316,104 52,349 65.6 
1895-99 356,660 54,624 153.15 
1900-04 366,179 51,788 141.42 
1905-09... 411,210 55,217 134.27 
1910-13... 356,392 42,600 119.53 


Figures Would Be Affected 


From the above figures it would ap- 
pear as if there has been a fairly con- 
sistent improvement in infant mortal- 
ity from about the year 1870, and actual 
deterioration for the preceding 15 
years. But I am inclined to the be- 
lief that the figures, especially from 
1856 to 1870, are probably affected 
by a stricter recording of deaths. It 
must be remembered that if the death 
registration has improved in a greater 
degree than the birth registration, the 
figures would be seriously affected and 
the recent improvement would be 
greater than that indicated by these 
figures—quite a probable tendency— 
if modern registration of deaths is 
more efficient than in the past. 

Periods of financial and industrial de- 
pression seem to have a_ noticeable 
effect upon the death rate in infancy, 
and it is generally conceded that the 
death rate in rural communities is 
less than that of industrial centres. 
Anyhow, such figures as I have been 
able to procure do not establish the 
theory that there had been such im- 
provement in the preservation of in- 
fants from 50 to 60 years ago as might 
account for the degeneration which 
appears now in the mortality rate, 
about age 50 and over, in the present 
population. 


Chie"y Degenerative Diseases 


The causes of death which seem to 
result in lower vitality at ages above 
50 are chiefly degenerative diseases, 
that is, affections which bring about 
weakness or decay of vital organs, 
such as the heart and arteries, kidneys 














and liver, while cancer and insanity 
are also increasing factors in the mor- 
tality rate. All of these may find their 
source in “delicacy of constitution 
through civilization,” which is stated 
as the third factor above. It is pos- 
sible that some genius may yet dis- 


cover a fundamental cause for this. 
deterioration in middle life and after. 


But meantime we are groping along, 
dealing with the facts as best we can 
and examining the causes of death and 
modern modes of life in the hope that 
we may be able to counteract the 
tendency. 


Cause of Neurotic Tendencies 


There can be little doubt but that 
civilization brings delicacy with it. We 
are gathering together more and more 
into communities, and the rugged 
strength and hardy dispositions which 
go with rural life are steadily claim- 
ing a smaller proportion of our total 
population. The new feminism is a 
city movement, and there are other 
neurotic tendencies which are just as 
noticeable, and which in like manner 
come from our meeting too many peo- 
ple with too many ideas all in the 
course of each single day. The con- 
templative manner of the countryman, 
often the true philosopher, is giving 
place to one of constant change and 
unrest. The best brains of. our cities 
come from the country; and, in the 
readjustment, it too often happens 
that the able and ambitious country- 
man, anxious to achieve early success, 
attempts too much. In the country 
or country town he could work ten or 
twelve hours a day, walking to his 
business, breathing pure air, and tak- 





ing an occasional fishing or hunting 
holiday as the mood might indicate. 
x * x 


EFFECTS OF CITY LIFE TEND 
TO DISINTEGRATION 


In the city he finds work engrossing 
and can spend all his time in money- 
making; but he steals from his rest- 
time some hours in the evening or 
night to spend in social gaiety, burning 
the candle at both ends, and thought- 
lessly squandering his vitality. These 
remarks apply not only to the banker 
whois representative of big business, 
but right down to mechanics and la- 
borers, who crowd the “movies” and 
cheap amusement halls. City life is 
not altogether normal, and with mod- 
ern transit facilities even men in rural 
districts can indulge in doubtful pleas- 
ures of city life, which do not help 
longevity. The plea should be for a 
more normal existence by all of us, in- 
cluding more life in the open, shorter 
working hours and more play. These 
would doubtless result in healthier con- 
ditions in old age, which might thus 
show general decay rather than the 
present trend towards more rapid de- 
generation, 


Intemperate Use of Alcohol 


One of the causes of, or at least an 
aid to degenerative diseases, is prob- 
ably the intemperate use of alcohol. 
Statistics seem to indicate that not- 
withstanding the prohibition move- 
ment, which hasbeen increasing in 
force from a breéze to a gale in the 
last ten or twenty years, the amount 
of alcohol consumed per capita has 
actually increased rather than decreased 





—a tendency, much to be deplored. 
Education in strict temperance is, 
therefore, most desirable. Personally 
J am fearful of prohibition movements, 
whether inaugurated by county, state 
or nation. When a pendulum swings 
too far it may break or jar the works, 
otherwise it swings equally far back 
in the other direction. We can by 
education move towards: results which 
we know to be beneficial, whereas at- 
tempted compulsion may lead in the 
opposite direction from that which the 
advocates of prohibition desire or an- 
ticipate. Stolen fruits are sweet, espe- 
cially in youth, and we all know from 
personal experience that if a young 
lad be unduly restrained he is liable 
to break the bounds when opportunity 
arises. 


Immigration Important Factor 


The fourth of the factors above men- 
tioned, namely, immigration, is in my 
judgment quite an important one; and 
the immigrants may, to a great ex- 
tent, be responsible for the increased 
consumption of alcohol, since total 
abstinence is much more frequent in 
America than in the older European 
countries, whence the immigrants 
come. There has been a great influx 
of foreign peoples to this country, and 
many of these have settled in the 
registration states—so much that some 
economists consider that from 65 per- 
cent to 70 percent of the urban growth 
of population in this country is due 
to immigration. While immigrants 
come from all parts of the world, a vast 
majority have come from the coun- 
tries of southern and eastern Europe, 
Italy, Poland (Russian and Austrian), 

















It Pays to Have a Good Opener 


Life insurance salesmen frequently fail in their work 
because they cannot get the right kind of a start in a new community. 
If they had a few friends as boosters, they could add to the number. 
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Peoria Life Insurance Co. 


Peoria, Illinois 


furnishes its men with a superior starter. 
ning to canvass in a new neighborhood, its men have an immediate 
acquaintanceship formed through its Total Abstinence Department. 
community there are excellent people who are teetotalers. 
LIFE’'S TOTAL ABSTINENCE POLICY appeals immediately to people 


There is a mutual bond of union formed. 
that appeals to a strong sentiment. 


Address Emmet C. May, President, J efferson Building. Peoria, Ill. 


Our agents thus get a good foothold in every 
These total abstainers form the nucleus of Peoria Life policy- 
holders and from them other prospects are secured. The total abstinence policy is 
the best introduction an agent can take with him in getting new leads. 
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Hungary, etc. The mortality rates 
prevailing in these countries are gen- 
erally higher than in the registration 
areas of the United States, and it 
seems at least probable that immigrants 
bring with them, and retain for prob- 
ably at least one generation, if not 
more, some of the vital characteristics 
which they acquired before coming to 
our shores. Dr. Dublin states that 
“taken as a group, the foreign-born 
apparently show a lower resistance to 
the degenerative processes” which dis- 
eases of the liver, kidneys and arteries 
would imply. 
Effectiveness of Medical Selection 


But all of these factors are more or 
less controlled, so far as insurance 
mortality is concerned, by the effective- 
ness of medical selection, in which we 
have made rapid progress in recent 
years. Within my own memory and 
during the time I have been passing 
upon risks for life insurance there has 
been a great change of attitude on 
such large subjects as_ tuberculosis, 
albumen, weight, and even habits, while 
the microscope is now used freely and 
the blood pressure instrument is of 
recent adoption. I sometimes wonder 
whether an X-ray photograph may not 
become part of the examination for 
insurance in future. 


Rejections Save Lives 


Anyhow, it seems reasonably certain 
that a tendency towards degenerative 
disease can be, and is, frequently de- 
tected by a medical examiner long be- 
fore its presence would be made ap- 
parent by definite illness. Moreover, 
care and attention may enable a man, 
to ward off such diseases if taken in 
time; and accordingly the rejection of 
an application for life insurance some- 
times results in the saving of a man’s 
life. Let us give all credit then to the 
medical men whose skill and research 
have not only added materially to the 
surplus of life companies and to the 
profits of policyholders, but who have 
at the same time helped those whom 
they may have rejected to add many 
useful years to their lives. 

+ a * 


MEDICO-ACTUARIAL TABLES 
AND EXTRA MORTALITY 


Last year at this convention Frank- 
lin B. Mead submitted a thoughtful 
paper on the selection of risks; and 
there are other standard addresses on 
the same subject, notably those by, 
Dr. Rogers and by Arthur Hunter. 
The last named was general chairman 
of the Medico-Actuarial committee, 
and, therefore, speaks with authority 
on such subjects. But the questions 
we can raise are so wide and diversified 
that it is easy to bring to light new 
aspects without encroaching seriously 
upon the work of others; all the more 
so as there have been further publica- 
tions during the past year, i. e., since 
this convention last met. The last of 
the five volumes published as a result 
work, came out but a few months 
ago. 

Statistics. Instead of Impressions 


It is now about five years since the 
actuaries and medical directors decided 
to conduct in harmony this joint in- 
vestigation. While modern medical 
selection has been quite efficient in all 
of the good old line companies, yet 
Impressions without statistical proof 
have a tendency to exaggerate or to 
minimize the effects of conditions in 
life, of occupations, or of diseases, and 
on many such points specific informa- 
tion is at least available. 

Owing to difficulties which some 
companies found in supplying full in- 
formation on all the desirable points, 
some of the group divisions were 
‘optional,” while others were “re- 
quired” from the contributing compa- 
nies. As a means of giving a faint in- 
dication of the immense scope of the 
work, it may be mentioned that a gen- 


eral table of mortality for compara- 
pan Purposes was deduced, and the 


number of divisions, combining 





both the optional and the required 
classes, were as follows: 


168 groups of occupations. 

99 groups of medical impairments. 
9 groups of race and sex. 

15 groups of habitat. 

4 groups of joint life policies. 


Further Subdivisions Made 


In addition, a very full analysis was 
made of height and weight, and the 
influence of build on mortality. 

Many of the groups were again sub- 
divided and analyzed in an intelligent 
and masterly way, the deductions be- 
ing compared with similar or allied 
statistics obtained from other sources; 
while in many instances the causes of 
death were examined and useful facts 
on this subject given. Altogether the 
work of the committee, which was a 
labor of love in the search for scientific 
truth, is deserving of the highest 
praise. 


Must Be Interpreted Carefully 


The investigation was made from a 
record of “policies” by the “nearest 
duration” method. By following pol- 
icies only the sums insured were 
ignored as well as the actual persons 
involved. One man having five pol- 
icies on his life might be treated as 
five different deaths—that is, as if he 
were five different persons—while a 
single policy for $25,000 would count 
as one only, ranking of equal value 
with a policy for $1,000. While the 
method is not the most satisfactory, yet 
anything more elaborate was imprac- 
tical; it is. often necessary to accept 
the second best, when the best can- 
not be attained. The results and fig- 
ures given by the committee must, 
therefore, be interpreted with intel- 
ligence and cannot always be accepted 
as proof positive that a specific class 
is under all circumstances better or 
worse than another, or that the habits, 
occupations, or characteristics dealt 
with in the various classes are neces- 
sarily, and in all cases, harmful to the 
individual. I may return to this point 
in discussing certain classes later, 
and meantime would illustrate briefly. 


LIVES ARE AFFECTED OFTEN 
BY UNKNOWN CONDITIONS 


We know that stout men are subject 
to high mortality, especially at the 
older ages; but we do not know 
whether such applicants are generally 
men in comfortable circumstance who 
take policies in larger average amounts 
than thin men; in other words, that 
“fat” policies match fat men. If they 
do, then the financial effect upon the 
companies would be a good deal worse 
than the figures now show. Or again, 
thin men who, like Cassius, have a 
“lean and hungry look,” may have a 
tendency to split their policies into 
several of small amount, and _ this 
tendency might affect some of the 
groups with which the information 
deals. Still further, we believe that 
steady free drinkers of alcohol on the 
average experience high mortality, and 
that teetotallers live long, yet this is 
no mathematical proof that alcohol is 
bad for every man. It may do actual 
good to individuals, while harmful on 
the average, or it may be that mental 
or psychic characteristics which ac- 
company a shorter average lifetime 
also conduce to an appetite for alcohol. 


Supplies Useful Knowledge 


In spite of minor difficulties of such 
nature we can derive an immense 
amount of useful knowledge from the 
tables now supplied, and any student 
of life insurance, or executive officer 
who has reason to pass upon applica- 
tions for life insurance, cannot con- 
sider himself properly educated or 
equipped until he has carefully read 
and studied the findings of the Medico- 
Actuarial committee, 

The M. A. volumes give us more 
complete and accurate information 
about extra mortality in life insur- 
ance than any other publication which 
has ever been produced in this or in 
any other country. We have now 
primary facts for all the important 
classes of risks on this continent, and 





Occidental Life 


Insurance Company 
OF CALIFORNIA 








Accident 
Health 








Policies Up-to-the-Minute in All 
Departments 








OUR AGENTS 
PROSPER 

















TAMUUUUUUDUDOGRORORDODOORGROROGREROREGROROGAEDEDRGROROERORAEDOROOEEROROERODODDORO DODD ORODAOUODOERODEOIORORIS 








12 


. 


THE WESTERN 


UNDERWRITER. 


October 4, 1915. 








thoughtful life insurance men _ study 
the figures, each in his own individual 
way, so as to obtain sounder ideas 
as to the selection of risks and the 
proper treatment of under-average 
cases. 

Ideal, But Impractical, Method 


In dealing with substandard business 
life companies follow four or five prin- 
cipal methods, which are subject to 
subsidiary variations. Possibly an ideal, 
but impossible, theory would be that 
each class departing from the average, 
either on one side or the other, should 
be kept separate, with premiums prop- 
erly adjusted, with reserves computed 
for the particular class, and with sur- 
render values and dividends in like 
manner based upon the experience of 
the group. In other words, each sec- 
tion would, as it were, form a little 
company independent and complete in 
itself according to this unattainable 
ideal. 


Arbitrary Rules Adopted 


But in default of a system of this 
kind, companies have adopted arbitrary 
rules which have been developed with 
the object in view: 

(a) Of granting protection to the 
public on broad gauge lines so that our 
business might embrace all degrees and 
classes of people; 

(b) Of adopting conditions where- 
by the good average policyholder 
would not be harmed by including 
these under-average classes; 

(c) Of meting out rough justice 
to the hazardous groups; and 

(d) Of effecting these purposes in 
harmony with the laws of the states 
where the companies operate. 

* x x 


METHODS USED BY VARIOUS 
LIFE COMPANIES 


In striving to follow these principles, 
different companies have reached dif- 
ferent conclusions and the more im- 
portant methods now in use are: 

1. ere an extra premium of 





the same amount each year, irrespect- 
ive of age or kind of policy (sometimes 
modified for endowments) and carry- 
ing the policies with normal terminal 
reserves; 

2. Viewing the extra mortality as a 
fixed percentage addition to the nor- 
mal; for example, treating some 
classes as having a mortality of 150 
per cent of the normal, the same mor- 
tality percentage extra being charged 
for all ages and kinds, but due allow- 
ance being made for the effect which 
the extra percentage mortality has on 
one class of policy as compared with 
another—in other words, charging ex- 
tra premiums adjusted for age and kind 
on the assumption that the hazard can 
be represented by a fixed percentage 
of normal mortality. 


Rating Up by Age 


3. Adding a number of years to the 
age of the applicant; thereby secur- 
ing a heavier extra premium at old 
ages than at young ages, and a higher 
extra on the ordinary life than on the 
endowment plan. For example, a man 
of 30 following a slightly hazardous 
occupation, if rated up five years, would 
net American 5 percent pay an extra 
premium of $2.80 on the ordinary life 
plan, of $2.66 on the 20-payment life 
plan, and of only 60 cents on the 20- 
year endowment plan. If the entry 
age were 50 the corresponding net ex- 
tras would be $9.18 ordinary life; $7.71, 
20-payment life; and $5.69, 20-year en- 
dowment. The extra premium under 
this system is often partially offset by 
the higher surrender values and divi- 
dends applicable to the increased age. 

Special Distribution Plan 

4. Placing substandard policies in 
special distribution classes. The most 
prominent example of this kind is per- 
haps the temperance section in some 
companies. This method is only avail- 
able to companies issuing participat- 
ing policies, and could best be applied 
under deferred dividend policies. 

5. Issuing policies subject to a de- 





duction from the sum insured in event 
of death within a specified period. 
Sometimes this “lien” is fixed for a 
period of years; sometimes decreasing. 
A decreasing lien with an endowment 
insurance policy is a good protection 
to the company. 


Deferred Dividend Plan 


Of the five systems above stated of 
treating substandard risks, the fourth 
and fifth has now almost entirely dis- 
appeared because of changes in laws 
from 1906-1909. The laws of several 
states prohibited the deferred dividend 
system of distribution, and thus abol- 
ished the fourth method; yet it is a 
method scientific, satisfactory, and in 
every way defensible for meeting extra 
mortality of moderate amount. It is 
surely the best method for any doubt- 
ful class. But in the circumstances we 
need not examine that or the fifth sys- 
tem or study them with relation to 
the mortality curve. The other three 
methods can, however, be tested with 
great facility if we bear in mind the 
answers to the following questions: 

* Ok Ox 


FORM OF MORTALITY CURVE 
IS POINTED OUT 


What form does the mortality curve 
take if the extra hazard can be rep- 
resented by 

(a) A constant additional premium? 
; (b) A percentage of extra mortal- 
ity: 

(c) A rating of the age? 

The second and third of these meth- 
ods follow mathematical curves of mor- 
tality, and are not affected by the 
class of policy which may be taken; 
but the first method has a varying in- 
cidence which depends upon the re- 
serve value of a policy held at any 
particular age. Its graphic representa- 
tion is, therefore, affected both by the 
kind of policy and the duration. Ac- 
cordingly we shall in the first place, 
cut of deference to this inelastic extra 
premium system, confine our thoughts 








to ordinary life policies taken either at 
age 30 or at age 50, and for conven- 
ience let us further deal with definite 
practicai extras, namely— 

(a) $5 per $1,000 to be received 
net by the company. 

(b) 50 percent extra 
throughout. 

(c) A rating of five years to the 
age. 


mortality 


Six Representative Groups 


The results of these various ratings 
upon the mortality curve would be as 
shown in the diagram, based upon the 
M. A. (4) ultimate mortality, since 
that is the basis of premiums and re- 
serves in, this country. 

With the view of testing these vari- 
ous systems and getting a little more 
light on this extra mortality question, 
I have been examining the statistics 
of some typical mortality groups, as 
published by the M. A. committee. 
There has only been time to submit 
six classes to this treatment and it is 
hoped: that they may prove representa- 
tive of substandard groups as affected 
by occupation, habits, residence and 
sex. I could not tell in advance what 
peculiarities might develop, and sub- 
mit herewith the results to speak for 
themselves. I should like to see a 
dozen more of the groups treated in 
the same way. 


Not Definitely Conclusive 


I selected only those groups in which 
the numbers exposed and the deaths 
were sufficient to give a fairly reliable 
indication of the mortality of the class; 
and graduated the data graphically so 
that the diagrams might each convey 
their own tale. As the extra mor- 
tality may develop in some instances 
quickly after acceptance, or in others 
more slowly in the course of years, 
the first year’s risk ‘was graduated 
separately from the ultimate mortality 
experience. The basic figures as pub- 
lished are not altogether suitable for 
either graduation, as the groupings 
are not thoroughly satisfactory, with 
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the result that tests of the graduations 
are not definitely conclusive; but this 
is one of the minor inconveniences, 
which we cannot avoid in a publication 
of this kind. Nevertheless, I believe 
that the graduations, made by the 
graphic method so as to reflect as far 
as possible the characteristics of each 
class, may be relied upon to give true 
pictures of the different experiences. 





as the actual number in the first year 
was 94, as above stated. In the first 
three years the total number of deaths 
was 211, and if the ultimate mortality 
curve were applied to such three years 
without modification of any kind, the 
expected deaths as compared with the 
actual would be 217. These severe 
tests, therefore, all point to the mor- 
tality in the early years amongst lo- 





SCHEDULE SHOWING CLASSES 4 RISKS ANALYZED 


IRST YEAR’S RISK 


Maximum No. No.of ULTIMATE 
CLASS Reference Exposed in Deaths No. of 
Quinquennial 20to60 Deaths to 
roup. Age 70. 
(1) Underground miners ..... Vol. III 819 109 312 
(except coal) pp. 110-1 (25-29) 
(2) Locomotive engineers...... Vol. II 786 94 277 
pp. 134-5 (30-34) 
(8) WOGMaters 2c... cescccccccs Vol. Ill 740 171 612 
pp. 148-9 (25-29) 
(4) Residents of Georgia...... Vol. V 424 144 500 
(except sea coast counties) pp. 78-9 (25-29) 
(5) Free users of alcohol....... Vol. IV 9659 192 1453 
pp. 76-7 (30-34) 
(6) Married women............ ol. II 18380 520 2057 
(Beneficiary other than pp. 128-9 (30-34) 
husband) 


Underground Miners 


Underground miners (except coal)— 
In this class we have an ultimate 
mortality which does not seem to fol- 
low any particular form of curve, show- 
ing the following percentages of ex- 
tra over the normal mortality at vari- 
ous ages, namely: 


BO les 6 28S CR me oem 65% excess 
SS ib 06a oss O%S ORO RM 86% excess 
BS hc we boo op cao seleees 127% excess 
pS SE ea Pal Peer eae t 162% excess 
Bs a e606 64 06 cote ssleses 159% excess 
ME a a.s bee cae na cneceeel 136% excess 
BNNs @ 680s cas Cathe ceesee 102% excess 


When we come to study the first 
year’s risk and the deaths during one 
year after insurance we find, at ages 
under 36, noticeably higher death rates 
than show themselves at the same ages 
for miners insured four years earlier, 
i. e., higher than an ultimate rate. The 
first year’s risk is confirmed by that 
of the second year, which still remains 
clearly higher than the ultimate rate 
at ages up to 37 inclusive. 


Two Explanations 


This may indicate either of two 
things: 

1. That the medical examiners in 
mining communities are inefficient; or 

2. That there is a good deal of 
adverse discrimination on the part of 
agents and applicants who effect poli- 
cies on poor and doubtful risks. 

It is understood that selected busi- 
ness, whether selected from a good or 
from a bad standpoint, will have a 
tendency in time to approximate to the 
general nature of the group from 
which the selection may have been 
made, hence the improvement with 
duration. 

Please bear in mind that a very small 
proportion of business of a fraudulent 
nature is sufficient to cause noticeable 
results in the mortality for the first 
year or two; three or four deaths per 
1,000 per annum would have a marked 
effect. Anyhow the condition is in- 
teresting and peculiar. 


* * * 


LOMOCOTIVE ENGINEERS 
RECEIVE COMMENT 


_ Locomotive engineers—The gradua- 
tion of this group was easy in the mat- 
ter of ultimate mortality. But on ex- 
amining the first year’s risk it seemed 
to follow or even exceed the ultimate 
curve, indicating that our medical and 
other selective measures were practical- 
ly ineffective; or that in some way a 
number of poor risks were insured. 
As the numbers exposed to risk in the 
important quinquennial groups were 
under 3,000, representing an average of 
less than 600 exposed to risk in each 
of the five years, with total deaths in 
the first year from ages 20 to 56 of 
only 94, I thought it well to examine 
the experience more thoroughly, study- 
ing also the second year’s risks, the 
third year’s risk, and the first three 
combined. 

If the first year’s risk be assumed 
to be the same as the ultimate, the 
number of deaths which this theory 
would provide for would be 92, where- 




















comotive engineers being very nearly 
identical with the ultimate mortality. 


Heavier in Early Ages 


Another interesting feature is that 
in the later years of life, the mortal- 
ity curve seems to merge into that 
of the normal mortality curve, a re- 
sult which is not surprising, as rail- 





roads like to have such men retire 
from those duties about age 60 or not 
later than 65. Their hazardous. oc- 
cupation would appear to leave no ill 
effects. Extra mortality, therefore, is 


apparently experienced only during 
early manhood and middle age. The 
percentages of the extra over the nor- 
mal mortality are as follows: 


excess 
excess 
excess 
excess 
excess 
excess 


Experience on Teamsters 


Teamsters—In this class we seem to 
have a similar condition to that found 
among locomotive engineers; namely, 
indications of extra mortality at the 
younger ages, and a merging into the 
normal ultimate curve about age 65. 
The percentages of extra over normal 


| ultimate mortality at various ages are 


as follows: 

PME Cs oe obs web a cnveceese 31% excess 
MR MR Sls cata cae Ceebades 28% excess 
CR as io eeay aided oe aw ce 27% excess 
MRT ec aact ck cececsaeentea 16% excess 
MEE Fadecn ce cet Teewaneds 11% excess 
pO | NEETU EE Pee Tee ee ee 16% excess 
MOG Nha ta cteawencondeade 22% excess 


young men, and the largest number 
exposed to risk in the first year ap- 


pears in youth, between the ages of 
25 to 30; while even at ages 20 to 25 
a larger number is exposed in the first 
year than at ages 30 to 35. 

Adopt Other Work 


Being thus a young man’s occupa- 
tion, it is likely that many who enter 
as teamsters change in the course of 
a few years, and adopt other work 
which is less hazardous. Doubtless 
those young teamsters who take life 
insurance represent the more thrifty 





and ambitious, who are likely to be- 
come dissatisfied with the prospect of 
teaming all their lives, hence one rea- 
son for the lower percentage extras 
at the older ages. The first year’s 
risk might indicate that teamsters who 
| continue in that occupation above age 
55 are rather undesirable; but the fig- 
| ures are insufficient to be the basis of 
| definite conclusions. 

| Georgia (other than Sea Coast Coun- 
tries)—In this group the ultimate mor- 





| tality shows percentages of extra over 
| the normal as follows: 
| ABS 2B... ccc cc cccccececcees 21% excess 
pO” eee ee ees 22% excess 
MMP EG As 62.0 0x46 ee eesinconees 44% excess 
pt” TI Terre ee Ck 71% excess 
MS aa o 2 & aoe 4 oO ceca en ae 35% excess 
es geldiae eee we crewe ml tas 19% excess 
DER oa deda aude es Geena one 33% excess 


| There is a peculiar hump in the mor- 











H. W. JOHNSON 
President 











know their views and ideals. 


Capital $200,000 
Surplus, $110,991 


Sound to Its Very Heart 


A life man wrote THE WESTERN UNDERWRITER, 
asking the opinion of that paper concerning the 


Central Life Insurance 
Company of Illinois | 


OTTAWA, ILLINOIS 


The editor replied as follows: 


“We regard the Central Life of Ottawa as one of the best com- 
panies in the state. We are personally acquainted with the officers, 
Its growth has been consistent, not 
too fast, but just natural. It is economically managed and yet pays 
its agents well for loyal and efficient service. 
splendid field. Its policies are up-to-date. The relations between 
the home office and field are cordial and harmonious. 
that the company treats its field men with the utmost consideration. 
You will find the management of this company vested in men 
of the highest integrity and sincerest motives. 
have the privilege of commending the Central Life to you.” 


Ae. hos 


W. F. WEESE 


Vice-President and Agency Manager 


Insurance in Force $12,214,279 


It is located in a 


We know 


We are glad to 


$1,101,912 


S. B. BRADFORD 


Secretary 









































14 


THE WESTERN 








UNDERWRITER. 





October 4, 1915. 








tality curve between ages 35 and 45; 
or, expressed in another way, a sud- 
den increase in the death rate at and 
about age 35. Of course, this might 
have been smoothed out in the grad- 
uation, and spread over the adjoining 
ages from 30 to 50; but the figures 
were so distinctive that I did not feel 
justified in removing a feature which 
may have some reason. 


Selection a Possible Factor 


Again it is apparent that selection 
and first year’s mortality differ from 
normal conditions, the difference be- 
tween the first year’s morality and the 
ultimate *being small at the younger 
ages. One might suspect that the med- 
ical examinations are of indifferent 
quality and that some of the extra 
mortality experienced in southern 
states may arise not so much from 
climatic conditions as from inexperi- 
enced examiners. If so, there is all 
the more hope for improvement. Any- 
how, the mortality in the first year in 
this group is clearly higher than the 
ultimate mortality of normal standard 
risks, 

* * * 


EFFECTS OF ALCOHOL 
ON MORTALITY 


Free Users of Alcohol—This is an- 
other class regarding which the dia- 
grams are quite interesting. It will be 
observed that the mortality in the first 
year does not differ much from the 
normal first year’s mortality; yet the 
ultimate mortality rate is very consid- 
erably higher than the ultimate mor- 
tality amongst normal lives. It wouid 
seem, therefore, that the initial selec- 
tion is effective, but that there is some 
influence causing degeneration later. 
One might suppose from the trend of 
the curves that a good many men who 
admit a general use of alcohol take it 
more freely than they state. This 
would be a natural conclusion, because 
a man is asked this question by the 
doctor and answers off-hand to the 
best of his ability, and the general 
tendency doubtless is to minimize the 
quantity, since the normal man does 
not keep any record, mentally or other- 
wise, of the number of drinks he takes 
per day. 

Habit Grows Later 

Anyhow it is apparent that the medi- 
cal and other selective tests produce 
a mortality result in this class, which 
is not to be criticized; that the use of 
alcohol does not produce an immediate 
heavy mortality; and that, therefore, 
in all probability the heavy later mor- 
tality of this group is caused by a larger 
proportion of such people afterwards 
becoming excessive drinkers. 

The percentages of the extra over 
the normal ultimate mortality in this 
class, work out as follows: 


EG nS de weiaee os be wielee 7% excess 
RSE eee 36% excess 
Ds s'k o % 0\b-6 6's 65a ale o> Oe 49% excess 
PUES 64:5 6o6b. 20h ches viewmnde 54% excess 
DNS bk 0 b's be Se See hed kee k 41% excess 
Ng n's6') «biswies Mos chcloe be 41% excess 
DP Gb ah > sss daaencee dens 47% excess 


Experience on Married Women 


Married Women (Beneficiary Other 
Than Husband)—In this class there is 
also evidence of doubtful medical se- 
lection, or what comes to much the 
same thing, a discrimination against the 
companies by applicants. Of course, 
it is understood that in the case of 
women we cannot get such an efficient 
medical examination, partly from femi- 
nine delicacy and partly from other 
causes. Anyhow, the effect is most ap- 
parent from the graph at ages under 
45. The first year’s mortality is al- 
most constant from age 20 to age 47, 
and then there is a rapid increase to 
age 60, with the indication of a slower 
increase thereafter. The numbers at 
risk are large enough to give us con- 
siderable confidence in the figures and 
deductions. 


Selective Tests Deficient 


The ultimate mortality rates show in 
like manner very little change until | 
then a steady normal 

The difference between the first 
mortality 


near age 45; 
curve. 


year and the ultimate is 








much less than the normal, indicating 
that the selective tests are deficient. 
It would appear as if this class of wom- 
en were subjéct to mortality rates con- 
siderably in excess of the normal— 
not only for the first year, but also 
for subsequent years at ages under 50. 
The percentages of the extra over the 
normal ultimate mortality are as fol- 
lows: 

excess 
excess 
excess 
excess 
excess 

below normal 
excess 


Financial Loss Considered 


The normal male mortality curve 
could probably have been used from 
about age 48 to age 70, the difference 
being slight either one way or the 
other. But from the fact that there 
is so distinct an extra hazard at the 
younger ages and in the early insur- 
ance years, it would appear as if the 
financial loss from this class might be 
considerable, and we should take steps 
to overcome it. The older practice 
regarding female risks would seem to 
be nearly right for this class, the ex- 
tra premium being removed about 
age 45, 

All of the foregoing diagrams com- 
pare like with like; that is, groups of 
risks are analyzed from figures derived 
at the same time and under similar as- 
sumptions by the Medico-Actuarial 
committee; while the basis of general 
comparison or table of measurement is 
the ultimate experience published by 
the same committee. In our practical 
day to day work, however, we are all 
using the American Experience Table, 
and our rating of risks is based upon 
premiums, etc., derived from the table. 


Strict Selection Necessary 


It will be observed, for example, that 
the class of underground miners rough- 
ly follows the curve which is expressed 
by 50 percent in excess of the Ameri- 
can Experience Table. But it must 
not be assumed from this that under- 
ground miners could properly be ac- 
cepted with a 50 percent extra mor- 
tality. This would be a serious and 
blundering assumption, because the in- 
dividual experience in the case of av- 
erage lives by all well conducted com- 
panies is likely to approximate to that 
of the M. A. table, or to show a still 
further improvement. It would, there- 
fore, be a most unprofitable business 
to accept underground miners except 
as the result of strict selection and 
on the basis of the mortality extras 
shown, which range from about 70 per- 
cent to 160 percent in excess of the 
normal, 


Extra Charge Is Net 


Another point which must not be 
overlooked is that the fixed extra pre- 
mium of $5 per $1,000 used in graphic 
and other illustrations is assumed to be 
received net by the company, no com- 
mission payments or other expenses 
being involved in the collection of this 
amount. Some companies insist upon 
getting the extra premiums in this 
way, Others pay a commission as well 
as collection charges. Differences in 
practice in matters of this kind must, 
be taken into consideration in the han- 
dling of substandard business. 

As all of the diagrams are drawn on 
the same scale, it will be found that 
comparison can be easily made by the 





| sirable. 


use of a pair of compasses; or by cut- 


ting a sheet of paper in the shape of 
one of the curves under consideration. 
x * x 


QUESTION OF LAPSE RATE 
ON VARIOUS CLASSES 


Notwithstanding all the information 
we have in the Medico-Actuarial vol- 
umes, there are still some points on 
which additional facts would be de- 
There is, for example, the 
question of the lapse rate in different 
classes. 
I 


much discussion and argument. 


| should have liked to have seen a tabu- 


lation of lapses and surrenders in 





some of the larger classes, especially 


such as “Free Users of Alcohol,” be- 
cause we suspect that such policyhold- 
ers, when they revert to loose habits, 
may discontinue their policies. 


Sample Test Made 


In trying to obtain some indication 
of the trend of lapses, I examined the 
numbers remaining under observation 
in the classes analyzed. 


The above figures are, I fear, of lit- 
tle real value because of one important 
disturbing factor; namely, the question 
whether the business of any class is 
recent or old. For example, a large 
company might have changed its prac- 
tice and begun to accept underground 
miners nine years ago, in which case 
none of that business would be included 
as remaining exposed in the tenth year. 
Correct figures for lapse would be in- 
teresting, but are not available. 


Several Important Features 


A general review of the foregoing 
graphic illustrations will bring to our 
attention several important features: 

1. That no one of the present meth- 
ods of treating substandard risks is 
applicable to the different circuin- 
stances. 

2. That the extra mortality of some 
substandard classes attains an apparent 
maximum hetween ages 35 and 45. 

3. That none of the classes thus an- 
alyzed show an extra mortality increas- 
ing with advancing age. 


Heavier Effect at Younger Ages 





This has some effect upon | 
mortality, and has been the subject of | 


4. That an influence in this direction, 
may be that policyholders change their 
occupations after becoming policy- 


holders, and their environment be- 
comes normal and healthy. 

5. That much of the extra mortality 
is at the young ages and early years of 
insurance; the financial effect is, there- 
fore, heavier than if the excess were 
spread evenly over the duration of the 
mortality table, or came later in life. 

6. That for some classes of extra 
mortality it would appear as if the de- 
creasing lien method could be applied 








Exposed in 
first year. Remaining Remaining 
Agesat exposed in Percentage exposed in Percentage 
spate fifth year tenth year 
Underground miners... 3,937 1,794 46% 633 16% 
Locomotive engineers. . 5,293 2,541 48% 94 18% 
DORTDSUOPS . 5 oc ccc ccess 11,785 4,691 40% 2,173 18% . 
Georgia, etc........... 7,813 2,945 38% 1,303 17% 
Free users of alcohol. 17,719 8,783 50% 3,983 22% 
Married women........ 34,282 17, 346 51% 6,967 20% 





with much advantage, especially if used 
in conjunction with endowment insur- 
ance policies. 

7. That no two of the substandard 
groups thus analyzed show similar 
curves of mortality. Each one is in- 
dividual. 


Difference Would Be Greater 


8. That the normal table which we 
are using for comparative purposes 
includes many of the risks which are 
thus shown to be subject to mortal- 
ity rates above normal; accordingly, if 
a more rigid selection were effected 
by the exclusion of all the hazardous 
risks we should find the differences 
in mortality still more marked. 

9. That although premiums for sub- 
standard classes should be higher than 
normal, or the extra hazard met in 
some equivalent way, nevertheless the 
reserves for many of these hazardous 
groups would work out smaller than 
the normal reserves. This will be ap- 
parent to actuaries from the shapes of 
the ultimate curves. The curve for 
married women would, however, indi- 
cate an opposite tendency. 








In a position all by itself, keeping fami- 
lies in easy financial standing is the mis- 
sion of life insurance. 
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LOOK IN OUR SHOW WINDOW 





The United States Annuity & Life 


Insurance Company 


CHICAGO, ILLINOIS 


Tenth Year of Uninterrupted Progress 





IF YOU ARE LOOKING FOR . 
PROFITABLE, COMFORT- 
ABLE CONNECTION 


“The United States Annuity & Life 
has put in a new scheme to recompense 
agents who do systematic work. ¢ In ad- 
dition to the regular commissions, it will 
pay a salary of $10 a week to every agent 
who sends in at least one application each 
week. This does not mean an average 
of one application a week, but each week 
must see one application come in.” 

—The Western Underwriter. 





NEW POLICY ISSUED 
A SELF-SELLER 


Contracts direct with the Company. 
Liberal Commissions. 

Continuous Renewals. 

All Communications Confidential. 


This policy sells itself. You should 
have the advantage of furnishing it to 
your clients. 




















ASSISTANCE PROVIDED 


for individual solicitors, District and 
State Managers in building up a profit- 
able connection. 


ONE HUNDRED PER CENT 


returns from your work are possible with 
this company, because of modern policy 
contracts, intelligent Home Office co-op- 
eration and liberal commissions. 


An inquiry brings full information. 





INDIANA MANAGER WANTED 


There is a vacancy right now 
for a manager for the State of 
Indiana. Liberal first year 
commissions and continuous re- 
newals. Small office allowance. 


Write at Once. 
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OUR MEN 





Where Do You Want to Work 


under a direct agency contract giving 
you full general agent’s privileges? 
If you can produce business in any 
city or section of 
ILLINOIS—GEORGIA 
ALABAMA—KENTUCKY 
Write at once for a contract that is certain 
to satisfy you. 








Home Office Building--Owned by the Company 


Licensed and doing business in Illinois, Indiana, Pennsylvania, Kentucky, Arkansas, Alabama, 


Georgia, Florida, Texas, North Dakota and South Dakota 


ARE MAKING MONEY 


Capable Managers and Men can secure Good Contracts by applying to 


WILLIAM T. SMITH, Secretary, 20 E. Jackson Boulevard, Chicago, Ill. 


Over $1,000,000.00 Deposited with State of Illinois for protection of Policyholders 
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TABLE NOT ACCURATE 
FOR VERY LONG TIME 


Cannot Measure Experience for 
More Than Brief Period, Then 
Adjustments Necessary 


BRIEF PAPER BY ANDERSON 
Wisconsin Actuary Opposed to Sad- 


dling Expense on Companies for 
Mere Educational Value. 





For a terse statement of important 
considerations on the question of com- 
piling a new mortality table, the brief 
paper read in the discussion of this 
matter by L. A. Anderson, actuary of 


the Wisconsin insurance department, 


was notable. Mr. Anderson said that 
mortality conditions change and no 
table can accurately measure the expe- 
rience of any company for more than 
a brief period, after which adjustments 
are necessary in the dividend factors 
in order to secure equity. He said that 
the only way in which insurance may 
be given at actual cost is by having an 
accounting from time to time to re- 
turn the surplus accumulated. 

A new table would have educational 
value, but Mr. Anderson is opposed 
to saddling on the companies the ex- 
pense of compiling a new table, and 
especially the expense of getting out 
new rates, values and policies. His 
paper was as follows: 


It is customary for scientific bodies 
to make careful investigations into the 
various subjects in which their mem- 
bers are interested, and to publish the 
results thereof from time to time. The 
primary purpose of such publications is 
educational. Occasionally something 





is produced that is adopted into gen- | 


eral practice—in short, made practical 
use of. The question of whether or 
not it is adopted into practical use is 
quite as much dependent upon time 
and circumstance as upon the scientific 
character of the investigation. 


Came at Opportune Time 


As an illustration it may be men- | 


tioned that the Actuaries or Combined 
Experience Table, which was _ based 
upon the experience of seventeen Eng- 
lish companies and published in 1843, 


was presented to the world at a most | 
opportune time, especially as far as the | 
United States was concerned. Two or | 


three companies had already been or- 


ganized or were in the process of for- | 


mation. In a few years following the 
publication of that table, a large num- 
ber of companies were organized and 
it was quite natural for them to adopt 
a table that bore evidence of being 
scientifically constructed, as well as be- 
ing fresh from the press. 
with 1858, the states passed laws in 


Beginning | 


rapid succession to provide for a valua- | 


tion of the companies’ liabilities. The 
Actuaries Table was conveniently at 
hand and was recognized as a safe 
standard. Hence its adoption into the 
laws of many of the states. 


Slow Progress of American 


feta | 
This table was tested out by the ex- 
but | 


perience of several companies, 
especially by that of the Mutual Life 
of New York. The result was the pub- 
lication of another table known as the 
American, which has gradually super- 
seded the Actuaries Table. It is 
worthy of note that although the Amer- 


ican Table was supposed to reflect more | 


accurately the American experience 


than that shown in the Actuaries Table, | 
it was somewhat slow in being adopted | 


for general use. In 
Meeche’s Table was published and I 
believe it is recognized as a scientific 
table, based on a large experience, etc., 
but it has never come into general use 
in this country. 

The N. F. C. Table was published in 


the meantime, | 


1898 when agitation began to wax 
warm for a table acceptable for use by 
fraternal societies. This table, like the 
Actuaries Table, came at a time when 
people were looking for something of 
that kind. It has been adopted by a 
great many societies. It is admitted, 
however, and-it has been proven con- 
clusively, that the N. F. C. Table does 
not reflect accurately the experience of 
American fraternal societies. The fact 
is that the table was hurriedly thrown 
together because the committee which 
had the work in charge was expected to 
report to the convention then in ses- 
sion. 
Not Accurate Loug 


The point that should be emphasized 
in this connection is that no mortality 
has ever been constructed, nor will 
there ever be one that will measure 
with any degree of accuracy the mor- 
tality experience of any company or 
society for any length of time. From 
this it follows as a corollary: 

(1) That if a table is to be safe, it 
must err on the side of safety, if it errs 
at all; 

(2) That the only way in which in- 
surance may be given at actual cost is 
by having an accounting made from 
time to time to return the surplus ac- 
cumulated. 


Adjust Dividends by Experience 


If a company or society has an ex- 
perience that corresponds fairly closely 
with a certain percentage of any table 
for all ages and classes, the return of 
dividends may be made on uniform 
factors for all plans, ages, and dura- 
tions; but here again I maintain that 
there is no table that will reflect ac- 


curately the actual experience of all 
classes, plans and durations. This fact 
makes it necessary, if perfect equity 
is to be secured, to adjust the dividend 
factors, according to the experience, 
by ages of entry, plans of insurance, 
and duration, and, possibly, also by fur- 
ther divisions or classifications. Some 
companies—some of the best companies 
at that—actually vary their dividend 
factors so as to take these facts into 
account. 
Peasible and Economical 


This I hold is not only feasible, but 
it is far more economical than to con- 
struct mortality tables from time to 
time that will measure with any degree 
of accuracy the actual cost. 

I feel, therefore, that the departments 
and the companies should pay more at- 
tention to the experiences of the com- 
panies by classes or by divisions along 
the lines here suggested. 

This is not saying that a new mortal- 
ity table would have no value. It would 
have a distinct value from the educa- 
tional standpoint, but I question 
whether this would pay the expense in- 
volved in requiring the companies to 
furnish data at the present time for the 
construction of one comprehensive 
table. 

Economic forces are strong and irre- 
sistible and they have a most decided 
effect upon mortality. (See mono- 
graph by Actuary Jens Pederson, Nor- 
disk Liv, Copenhagen.) 

May Change Civilian Mortality 

We have heard much about the pres- 
ent European war and its effect upon 
mortality. The companies, however, 
| assure us—and I believe rightly so— 





that they are not suffering any mate- 
rial losses or inconvenience on account 
of the present war. That is to say, the 
losses are not anywhere near as great 
as is popularly supposed. This may 
have only a slight béaring on American 
companies. But who can tell what the 
effect of the present war will be on the 
subsequent mortality? It has been sug- 
gested that the killing off of a large per- 
centage of the most vigorous element 
of the population will lead to a lower- 
ing of the general vitality. And who 
can foretell what effect this will have 
on future mortality? 


Will Change Mortality Conditions 


The debt burdens and lack of ma- 
terial well-being among the European 
nations, that must follow as a conse- 
quence of the present war, will have a 
material effect on mortality, and like- 
wise on the rate of interest. In a short 
paper which I published last June, I 
pointed out that in times of economic 
prosperity the people are generally better 
fed, better clothed, better housed, and in 
a better position to call the doctor be- 
fore it is too late. What effect will 
these conditions have on the mortal- 
ity during the next ten or twenty years? 
Let me repeat that this may have only 
a slight effect on the mortality in this 
country, but who can tell when we may 
be drawn into a similar war? ; 

Finally I am opposed to burdening 
companies with the expense of prepar- 
ing a new mortality table, and, what is 
far more important, the expense of con- 
structing premium rates, reserves, 
costs, annuities, etc., that are necessary 
before any practical use can be made 





of such new mortality table. 
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HUNTER’S DISCUSSION 
OF PROPOSED TABLES 


Actuary of New York Life Gives 
Reasons for and Against 
the Work 








FAVORS INVESTIGATION 





Present an Opportune Time and 
Results of Adoption Would 
Cause No Harm 





Arthur Hunter, actuary of the New 
York Life, took part in the discussion 
on the question of new mortality tables. 
Mr. Hunter is in favor of the work of 
preparing a new table being under- 
taken. He mentioned several of the 
reasons for taking it up now and an- 
swered briefly some of the objections. 
His paper was as follows: 


There seems to be some misunder- 
standing regarding the origin of the 
proposed new mortality table. While 
the question had been considered un- 
officially prior to 1911 by members of 
the Actuarial Society, no action was 
taken because there was considerable 
difference of opinion as to the need of 
such a table. In October of 1911, how- 
ever, the matter was brought officially 
to the attention of the Actuarial So- 
ciety by the Insurance Commissioners’ 
Convention, which asked the society 
to “turn its attention to the considera- 
tion of a new mortality table cover- 
ing the general experience of the com- 
panies among normal lives.” 


Requested by Commissioners 


_ In May, 1912, the society expressed 
itself as willing to take up the task 
when the time was propitious, but as 
the Medico-Actuarial Mortality Inves- 
tigation was in progress, it was 
deemed impracticable to start another 
investigation at that time. In Octo- 
ber, 1914, the Insurance Commission- 
ers’ Convention requested the Actua- 
rial Society to take up the work, and as 
soon as the Medico-Actuarial Mortality 
Investigation had been completed, the 
matter was considered in January of 


1915. In that and the succeeding | 


months considerable correspondence 
took place between the president of 
the society and the members of the 
council, which resulted in an under- 
standing to appoint a committee at the 
next council meeting on April 8, 1915. 


Three Bodies Represented 


On April 13 the executive commit- 
tee of the Insurance Commissioners 
Convention appointed a committee of 
five department actuaries to cooperate 
with the Actuarial Society... On May 
21 the recommendations of the com- 
mittee of the Actuarial Society were 
approved in session by that body. On 
June 8 the Actuarial Society invited 
the American Institute of Actuaries to 
appoint a committee to confer on the 
subject. Tentative conclusions were 
reached by the Actuarial Society’s 
committee on the primary questions 
which had to be solved in connection 
with the proposed new mortality table, 
and these, after amendment, were sat- 
isfactory to all the three bodies repre- 
sented in the conference held in New 
York on June 21. These facts are 
given in order to show the erroneous- 
ness of the view that the new mortal- 
Ity table was proposed by the Actu- 
arial Society and that it represents the 
views of that body alone. 


Attitude of Large Companies 


Another erroneous statement has 
been frequently made that the new 
table is ardently desired by the large 
companies.’ An indication of the facts 
in the case may be gathered from the 
discussion at the meeting of the Actu- 
arial Society in May last. The repre- 
sentatives of eight of the largest com- 
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panies spoke at that meeting. Three 
of them were in favor of the prepara- 
tion of a new table, three against it, 
and two did not give their opinion on 
this point. 

A study of the report of the Actu- 
arial Society’s committee shows thst 
there are other false impressions, es- 
pecially with regard to the data to be 
collected for a new mortality table, 
but these have been cleared up, 




















think. Some thought, fer example, that 
the large companies would have a too 
predominating influence. 


Proposed Sources for Data 


This is not so, as it is desired to 
have a generous amount of data from 
the younger companies. 

One suggestion’ is to accept one- 
third of the necessary data from each 
of the groups, (a) largest companies, 
(b) large to moderate sized companies, 
(c) small and young companies. 


Advantages of a New Table 


While I shall for convenience refer 
to a single table, it is probable that 
| provision will be made for several ta- 
bles—for example, by section of the 
country, and by plans of insurance. To | 
be accurate, we should refer to the 
proposed mortality investigation, and 
not to the new mortality table, which 
may never be put into general use. 
| The various opinions in favor of a 
new mortality table may be summa- 
rized as follows: 

1. The American Table is now over 
fifty years old, and does not represent 
the present mortality of insured lives. 


Desirable to Have Standard Table 











2. There is no table in this country 


which represents the average mortal- 
ity of all the companies, and it is de- 
sirable to have a standard table show- 
ing such mortality among persons in- 
| sured in the United States. 


3. A new table must be constructed 
| at some time, and the present seems to 
| be an opportune moment, especially 
| as there would be suspicion of with- 
| holding the truth if, after the matter 
| has been so thoroughly discussed in 
| the public press, no action were taken. 

4. A new table is advisable because 

it will explode the fallacy that the com- 
panies are carrying too high reserve; 
thereby incidentally answering the as- 
sertion that profits are being withheld 
from the policyholders by that means. 


Public Demand for Table 


5. There is a public demand for a 
new table as expressed by the action 
of the insurance commissioners and 
by various writers in the press. 

6. A new table would answer the oft 
repeated criticisms of foreigners that, 
with the immense amount of data at 
their disposal, American companies 
have not a modern table for valuation 
of their policy contracts. 








As I am in favor of proceeding with 
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the proposed mortality investigation 
at this time I shall not discuss the fore- 
going reasons, but will rather try to 
answer a few of the objections after 
stating them. 


Some of the Objections 


A synopsis has been made of the 
inain objections which have been urged 
by actuaries and others against the 
proposed investigation, as follows: 

1. The American Table is a good 
legal standard for valuation, and there 
is no necessity of going to the expense 
of a change. 

2. The new table may result in 
higher reserves, which would be seri- 
ous for the younger companies. 

3. The new table would show lower 
net premiums, and, accordingly, smaller 
margins for expenses under the laws 
of New York state and of Wisconsin. 


Unsuitable for Certain Sections 


4. If the new table were based upon 
the experience for the entire United 
States, it would not be suitable for use 
in certain of the least healthful sec- 
tions of this country by companies 
which are doing business exclusively 
there. 

5. The new table would result in a 
stricter selection of risks, which is 
deemed undesirable by some insurance 
officials. 

6. The lower net premiums would 
result in a public demand for lower 
gross premiums. 

To fully discuss the above and other 
objections would take up too much 
time. I shall therefore only try to 
briefly answer the above. 


Need Not Be Adopted 


With regard to the question of a 
valuation standard, it is a long way 
from the preparation of a mortality 
table to the adoption of reserves based 
thereon as a standard of solvency or 
of valuation in the various states of 
this country. If the standard does not 
prove to be a suitable one, there is little 
chance of its being adopted. The fate 
of the Twenty American Companies’ 
Experience (Meech) indicates that 
there is no chance of an unsuitable re- 
serve table being put on the statute 
books as a standard of valuation. 


Increase in Reserve Slight 





With regard to No. 2, it is probable 
that there will be a slight increase in | 


the reserve under the net premium 
method of valuation, but that method 
applies generally to the older and 
stronger companies and the effect 
would be slight. With regard to the 
younger companies, valuing on the 
modified preliminary term or similar 
basis, the new reserves would be 
slightly lower than the American in the 
early years, and. slightly higher there- 
after. This does not seem to be an 
undesirable condition. I have every 
confidence in the insurance commis- 
sioners in each state protecting their 
companies from the harm which might 
result from an unsuitable table of re- 
serves or of solvency. 


Expense Limitations 


With reference to the fear that there 
would be lower margins for expenses 
(No. 3), I have faith that the legisla- 
tors would not unduly interfere with 
a great business by drastic legislation. 
It is highly probable that before any 
changes in the reserve basis would be 
recommended by the insurance com- 
missioners to the legislative bodies, 
they would consider other changes, 
such as expense limitations, and would 
not recommend any changes seriously 
affecting the expense margins which 
the companies have at the present time. 

Unhealthful Sections 


It has been suggested (No. 4) that 
the new table would be applicable only 
to companies doing business through- 
out the entire United States. As it 
would have a due proportion of busi- 
ness from each state, it would not be 
applicable to those companies which 
confine themselves to the least health- 
ful states of the Union, or to those who 
operate exclusively in the best states, 
from a mortality standpoint. 

The logic of No. 5 does not appeal 
to me. Why should. the companies be 
compelled to make stricter selections 
because there is a slight increase in 
the reserves? If the companies fear 
that they must reduce their mortality 
slightly in order to make up this in- 
crease in reserve, would it not result 
in a more intelligent and not a stricter 
selection? 


No Effect on Cost 
There is considerable confusion in 


the public mind between the gross pre- 
miums charged by insurance compa- 





nies and the net cost of insurance to 
the individual. It would by no means 
follow, therefore, as suggested in No. 
6, that a lower net premium would 
cause a demand for lower gross pre- 
miums, because the cost of insurance 
to the individual does not depend upon 
the basic table used in determining 
either the net premium or the reserve. 
It does depend, among other factors, on 
the actual mortality of the company. 
The present competition is largely one 
of dividends, and whatever the basis 
of the net premium or of the reserve, 
the net cost to the policyholder will 
depend upon these dividends. Even 
in the nonparticipating companies the 
premium depends largely upon the div- 
idends of the mutual companies, as the 
rate must be sufficiently low to meet 
them in competition. The fact that 


one large company had for several 


years a loading of 1 percent on the 
American Table with 3% percent in- 
terest, is a sufficient indication that 
the policyholders get the benefit of 
mortality savings, as that percentage is 
utterly inadequate to meet commission 
and other expenses. 


Favors the Investigation 


In conclusion, I should like to say 
that while there will be a great deal 
of extra work occasioned by new ta- 
bles of reserves, it is, in my judgment, 
to the interest of the companies to 
proceed with the proposed mortality 
investigation. Some of the objections 
are based upon fear of what may hap- 
pen, but, so far as I can determine, 
there is little reason to expect any 
serious embarrassment for either old 
or young companies which would result 
from the proposed investigation. 





J. B. Reynolds, president of the Kan- 
sas City Life, who arrived at Del 
Monte last week for the convention, 
tried his hand as a personal writer in 
August. Seventeen afternoons he went 
out soliciting. He went beyond the 
business district among people un- 
known to him and solicited them with- 
out telling them his official position 
with the company. He wrote seven 
applications for $15,000. 
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RECEIVES COMMENT 


H. O. Stark of the Oklahoma 
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NEED OF HIGH STANDARD 


Men with the Rate Book Should Attain 
the True Ideals of Their Great 
Calling 


H. O. Stark, assistant secretary and 
agency manager of the Oklahoma Na- 
tional Life, spoke at the American Liie 
Convention meeting on “Field Ethics.” 
His was a discussion of the paper oi 
C. W. Helser of the Continental Liie. 
Mr. Stark is a keen observer and his 
paper is the reflection of a strong field 
general. He said: 


From: a_ practical viewpoint, the 
whole subject of “Field Ethics” is com- 
prehensively covered in the principle, 
enunciated by Mr. Helser, “Play the 
Game According to the Rules.” The 
rules referred to are those known, rec- 
ognized and adhered to by every 
worthy insurance field man and rest 
upon the solid and unchanging founda- 
tion of truthfulness, honesty and fair 
dealing. 

It is clear that there can be no such 
thing as the ethical without presup- 
posing its opposite, the nonethical, for 
no man can progress toward an ethical 
standard without making a conscious 
and deliberate choice as between the 
true and the false, the honest and the 
dishonest, the fair and the unfair, 

The terms honesty and truth are 
used in the sense of being synonymous 
with morality, the science of which is 
pure ethics, and the term fair dealing 
is used to define the practical embodi- 
ment of ethical principles in a man’s 
relation with his fellows. 


Must Make Choice Early 


The antagonism between the ethical 
and nonethical begins at the very 
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threshhold of the field man’s entry 
into life insurance, for then he must 
be able to discriminate and make a 
conscious choice as between the sound 
and the unsound, between the sub- 
stance and the shadow, in life insur- 
ance. Fortunate is the man who takes 
this first step deliberately in the right 
direction. Having done so, and re- 
maining amenable to the attractive 
power of moral ideals, he presses for- 
ward to the attainment of those ideals, 
bestowing honor upon his calling and 
being honored in his calling. 

Fortunate is the man who in the be- 
ginning makes the correct estimate of 
the ethical requirements of life insur- 
ance field service. and whose moral 
attainments fit him for that high plane 
of endeavor, for let it not be doubted, 
that when he takes up active service 
on the firing line, he will need the sus- 
taining influence of a lofty and stead- 
fast purpose. 


Do Not Have Thorough Training 


It is to be regretted that the men 
who enter life insurance field work and 
who are such an important agency in 
the production and conservation of the 
business, do not to any great extent 
have the advantage of such a thor- 
ough preparatory training in the es- 
sentials of the business, and in its 
far-reaching importance in the eco- 
nomic fabric of present day life, as 
will give them an adequate conception 
of the ethical requirements and re- 
sponsibilities of their vocation. The 
attainment of such a viewpoint is an 
important part of the professional 
training of candidates for the learned 
professions, and adds dignity and im- 
portance to those professions. 


Should Have Started Out Well 


It can not be questioned that there 
are many capable men in life insurance 
field work, whose superior abilities 
would place them high in any business 
or profession, and whose work in life 
insurance has little if permanent value 
for the reason that for them it is only 
the shortest cut to the best financial 
returns. In many instances, the value 
of their work might have been im- 


measurably enhanced, had they started’ 


out with a correct understanding of 
the true ethical standards of life in- 
surance work, and that giving honest 
and capable service in the capacity of 
life underwriting is a different matter 
to acquiring the other fellow’s money 
through shrewd maneuvering or sharp 
business practice. 


Should Have High Standard 


In attempting to establish the ethical 
standards of life insurance field work, 
we must, of course, take men and con- 
ditions as they are, and not as they 
will be after the millenial dawn, but 
it does not appear warranted to hold 
that no man should have a place in 
such work whose conscience does not 
teach him how indispensable are the 
cardinal principles of truthfulnes, hon- 
esty and fair dealing. This is placing 
field work on no higher plane than 
is professed. and largely practiced by 
men engaged in the ordinary lines 
of barter and trade. The business man 
or institution that does not make a 
sincere effort to measure up to this 
standard stands defenseless before the 
bar of public opinion. Certainly then, 
no lower standard can be set up for 
the men who, so far as the public is 
concerned, symbolize and personify a 
business, ‘the very foundation of which 
rests upon unquestioned and unques- 
tionable truthfulness, honesty and fair 
dealing. 


Can Be No Double Standard 


On account of its relation to the 
subject in hand, it is perhaps admissi- 
ble to note in this connection the self- 
evident fact that there can be no double 
standard of ethics as between the office 
and field. Ethical standards will never 
be found to prevail to any extent among 
the field forces of a company, where 
such standards do not exist in the exec- 
utive departments. If, then, it is 
agreed that there is a positive and de- 

nable code of ethics inherent in and 


applicable to life insurance field work 
and inseparable from its proper con- 
duct, it behooves us to consider how 
the principle may be conserved and its 
benefits enhanced. 

Til Effects of the Minority 


The vast majority of men now con- 
stituting the field forces of life insur- 
ance are morally sound in character 
and ethical in practice. The ill effects 
of the work of the minority that is 
otherwise is manifested in many differ- 
ent ways. They constitute a most dis- 
couraging and demoralizing influence 
with new men in field work and are 
a stumbling block and nuisance in the 
work of experienced men. 

How to overcome and minimize the 
ill effects of their work is as neces- 
sarily a part of the equipment of the 
efficient field man as his knowledge of 
the means and methods of constructive 
work. No worthy life underwriter ex- 
pects or desires to pursue his calling 
without occasionally coming into di- 
rect competition with some coworker 
in the business. He knows this is 
merely an incident of the day’s work, 
and that in the end he will profit by 
the creative, constructive work done 
by his intelligent ethical competitor. 
But he does, and should resent, the 
destructive, wasteful work done by the 





H. O. STARE, Oklahoma City 
Secretary Oklahoma National Life 








bungler and crook, and he cannot 
avoid the conviction that there is some- 
where a weakness in the system that 





subjects him to the injustice of such 
competition. 


Past Attractions for the Unfit 


In times past, the unworthy and un- 
fit were attracted to life insurance field 
work, mainly through two channels, 
which indeed were so closely akin as 
to be almost inseparable in effect. The 
first of these channels had its source 
in the more or less faultily constructed 
life insurance contract. In some in- 
stances, its terms were sufficiently in- 
definite as to allow considerable scope 
for the play of the agent’s imagina- 
tion, and its deferred survivorship 
benefits furnished the means of an un- 
due appeal to that latent cupidity, 
which is an almost universal human 
characteristic. 

The second channel of recruiting 
undesirables had its source in those 
methods of agency compensation grow- 
ing out of a mad race for volume of 
business at any price. Of the two 
evils, the latter was unquestionably 
the greater. Through the evolution of 
the business, in which the work of this 
convention has been a directing factor, 
there has come a standardizing of the 
policy contract that leaves little to be 
desired in respect to the clearness, 
positiveness and fairness of its pro- 
visions, with the result that it may 
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be safely asserted that this door of 
ingress of undesirables has been ef- 
fectually closed. 

Character of Man Determines Work 


Hardly so much can be said, how- 
ever, for the other point of entrance, 
that of unwarranted inducements to 
the men who can deliver the volume 
of business. Consideration of the ad- 
ministrative problem of excessive or 
moderate first year agency expense 
has no place in this discussion, only 
so far as it has to do with the kind of 
men recruited to field work, and its 
effect upon the conduct of men doing 
field work. 

It will be conceded that in field work 
the character of the man will deter- 
mine in great measure the kind of 
work he will do. Whatéver has the 
tendency to attract to life insurance 
field work the man who, in character 
or training is unfit to discharge its 
duties, 
sions or any other agency method that 
is foreign to the well ordered and eco- 
nomic conduct of the business as a 
whole, will certainly have to carry the 
responsibility for the evils that re- 
sult from the work of such men. 


How to Dispose of the Unworthy 


3ut even with the door closed 
against the admission of the unethical, 
the question of the disposition of those 
already in, remains to be solved. The 
moral character of individuals who 
have arrived at man’s estate is un- 
usually pretty well fixed. In mature 
manhood, there is hardly any such 
thing as a moral breakdown. In such 
purported instance, there was usually 
nothing to break down. Hence, there 
is no use to attempt to make of field 
work a moral training school. Our 
only recourse is elimination, which 
method, it appears, has had the en- 
dorsement of those organizations with- 
in the life insurance business that have 
attempted a solution of the problem. 


Should Have Eternal Vigilance 


The serious thought and effort that 
has been devoted by company Officials, 
agency managers and underwriters’ or- 
ganizations to the maintenance of 
ethical standards in field work should 
by no means by relaxed in the slight- 
est degree. Merely self-interest should 
prompt eternal vigilance on the part 
of worthy, capable field men and busi- 
ness efficiency should prompt the con- 
stant attention and the application of 
an inflexible rule of action on the part 
of company officials, whose positions 
make them responsible for the guard- 
ianship and proper conduct of the most 
beneficent and most highly developed 
form of business activity in the eco- 


whether this be high commis-: 


OUTLINES DUTIES OF 
AGENT IN THE FIELD 


C. W. Helser of Continental Life 
Reads Paper on “Field 
Ethics” 


COMPANY RESPONSIBILITY 


Should Protect Men Against Part- 
Timers and Instill Highest 
Ideals of Service 


“Ethics is the science of human 
duty,” quoted Charles W. Helser, su- 


nental Life of Salt Lake City, in his 
paper on “Field Ethics.” One of his 
points was the duty of the company to 
employ whole-time agents for the pro- 
tection of its own men, since the part- 
timers pick off the fruits of the work 
done by the whole-timers. 

Mr. Helser assigned a high standard 
to the man in the field and laid on the 
companies the duty of educating their 
men in the principles and higher serv- 
ice of life insurance. 

Mr. Helser’s paper was as follows: 

The development of life insurance as 
an institution without the man on the 
firing line, the rate book man, would 
have been impossible. It is because of 
his energy, his enthusiasm, his ability 
and his devotion to principle that great 
companies have been built; that great 
insurance funds have been accumu- 
lated and the whole wonderful struc- 
ture of life insurance has been made 
possible. All credit is due to the men 
who have conserved insurance funds, 
and to those who have been responsi- 
ble for medical selection, as well as 
to those who, as executives, have done 
their part in maintaining the integ- 
rity of this great principle. Without 
the rate book man, however, their field 
of useful service never would have been 
created. It is strange, therefore, that 
in the average human conception of the 
life agent he should ever have been 
classed with the shyster lawyer, the 
quack physician or the lightning rod 
agent. 

Has Gained Recognition 


The life agent of today enjoys a dis- 





nomic life of a people, whose national 
life stands out today as a beacon light 
of progress to the nations of the 
world. 
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tinction and his service is accorded a 
dignity more in keeping with the splen- 
did work which he has performed in 
the past; the splendid accomplishments 
of the present and the wonderful pros- 
pects that his profession holds for the 
future. This is true because the life 
agent is awakened to a sense of his 
responsibility and his duty and is de- 
manding from companies and from the 
public as well, a proper regard for his 
vocation. The company executives to- 
day who appreciate this fact, and act 
upon it accordingly, will get closer and 
closer to the men upon whom they 
must depend for company success, and 
it will be their companies that will sur- 
vive and grow in usefulness and public 
service. 
Inculcate Responsibility 


The companies that are being built 
on the surest and safest foundation 
are those whose executives are seri- 
ously endeavoring to inculcate into 
their field organizations a broad concep- 
tion of. the value of the service which 
life insurance renders to the public, 
and the solemn responsibility which 
rests on the life underwriter toward 
the people, toward his associates, and 
toward his company. On the con- 
trary, the executives who look upon 
the field man as a necessary evil to be 
cajoled and flattered in the securing of 
business, and toward whom may be 
applied questionable practices, are 
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those whose companies are bound 
toward sure oblivion. 


Should Give Full Time 


One of the first duties that a life 
agent owes to the’ people is to give, 
if possible, his entire time to his pro- 
fession. It is only in this way that 
he can acquire such efficiency as to en- 
able him to render the best possible 
service. When we require the services 
of an attorney-at-law, we seldom go to 
a man part of whose time is occupied 
in running a grocery store, in operat- 
ing a newspaper, or perhaps in selling 
insurance. His law school diploma 
may be from one of the best institu- 
tions in the world; his training and 
equipment may leave nothing to be de- 
sired, but unless he is. giving to the 
practice of the legal profession such 
time and attention as will enable him 
to render a maximum of efficiency, we 
do not care to entrust in his hands the 
safeguarding of property or personal 
rights. 

Keep Abreast of Progress 


This is likewise true of the physi- 
cian. If we have an opportunity to 
choose between the practitioner who 
is devoting his life to the service of 
his profession and him who is today a 
politician, tomorrow a banker, and per- 
haps the next day a farmer, we will 
unquestionably choose the former, be- 
cause we know that he is keeping 
abreast of the times, in the progress 
that his profession is making, and that 
in treating our ailments he will bring 
to that treatment the latest develop- 
ments of medical or surgical science. 
The people have no more and no less 
right to require of their lawyers 
and their doctors that they be 
whole time men, than they have to 
require an unqualified attention to his 
profession from the life insurance 


agent. 
Some Good Part-Timers 


We do not presume to say that the 
part-time agent has no proper place in 
life insurance. Quite the contrary i.. 
fact is true. The part-time agent who 
is seriously endeavoring to equip him- 
self for the work and to become so effi- 
cient as to enable him to give to it his 
entire time with a reasonable assurance 
of success has a welcome place in the 
profession during this period of proba- 
tion. Every growing agency organiza- 
tion has many such part-time agents 
and from such will be recruited the 
general agents and managers, the suc- 
cessful company executives of tomor- 
row. Such part-time agents are eager 
for advice and counsel and willing to 
observe the ethics of the profession. 
What a contrast they offer, however, to 
the other part-timer who is welcomed 
with open arms and child-like credulity 
by us all! 


Appointed the Poo Bah 


Let me illustrate the latter kind. A 
few months ago one of the agency 
managers of my company sent us the 
application of a man in a small town 
for an agency. His references were 
good, but among other things he was 
a notary public; ran a real estate office 
in a general store, of which he was also 
proprietor, and owned a large farm at 
the edge of town. He was the town 
Poo Bah. Did we decide that this man 
had too many irons in the fire? Did 
we conclude that there was no reason- 
able chance of his devoting all of his 
time to our service after he had mas- 
tered the rudiments of the profession? 
We most emphatically did not. We 
gave him the same kind of a contract 
that was held by a whole-time, hard 
working and conscientious agent in a 
town ten miles away. 


“Agent Had a Lot of Gall” 


Our whole time ethical agent on a 
trip into the community of our over- 
lord part-timer wrote the application 
of the latter’s cousin for a $5,000 pol- 
icy. Our inspection service was called 
upon for a report on the moral hazard 
and our part-time Jack-of-all-trades 
was, of course, the local inspector. He 
made his report all right because there 
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What does the 


Earnest and Ambitious 
Agent Want Most? 


He wants behind him a strong, growing, progressive company 
in which he can have confidence and respect. 


—Look at the Statements of the Meridian Life. 


He wants an agency contract with liberal commission pro- 


visions, so that he can realize the handsomest possible in- 
come from his agency. 


—The Meridian Life Agency Contracts are liberal and satis- 
factory to those who expect ‘‘the best’’. 


He wants policies that sell—with “something different” ,which 
help to attract interest and bring decision. 


—The Meridian Policies are chuck full of good ‘‘talking 
points.” Acknowledged by friend and foe alike as un- 
beaten. Always something good in reserve as a clincher. 
Easy to explain, easy to understand, liberal and attractive. 


He wants service—prompt action on his cases, and square 
treatment from the Home Office, 


—The Meridian is drawing under its standard constantly, new 
agents who have heard of the famous ‘‘ Meridian Service.” 


If you are the kind of agent who wants to be backed by this 
sort of a combination, the Meridian wants to hear from 
you. Write us. We have plenty of room for good men. 


MERIDIAN LIFE | 


INSURANCE COMPANY 


Indianapolis :: Indiana 
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was a 50-cent fee involved, but the 
next day our agency manager received 
a new application from the luckless 
cousin and by the time the check given 
with the first application had been re- 
turned to the local bank, payment 
thereon had been stopped. “That 
durned agent had a lot of gall,” said 
our part-timer, “to come right here to 
my town and write my own cousin 
without giving me any commission. 
What in thunder does he think I got 
that contract for?” 


Evil Effects in Train 


His contract was canceled, but an 
efficient, loyal and ethical agent was 
forced to do three times the necessary 
work; a policyholder was embarrassed 
and became disgusted before he ever 
saw his policy and a man was neces- 
arily antagonized through the cancella- 
tion of a contract that he never should 
have had. If his influence could not 
have been secured along legitimate 
lines, that influence should never have 
been sought. 

We expect our field men, the pro- 
ducers of business, of both satisfactory 
quantity and quality to play the game 
according to the rules of field ethics 
and then give them as competition in 
our own companies a part-timer at 
every cross road’s store. Is it any 
wonder that the agency records of all 
companies are burdened with the 
weight of canceled contracts? 


Smug Assent to Law of Average 


How many of you have analyzed the 
causes leading up to the wholesale can- 
cellation of contracts for nonproduc- 
tion? We appoint Tom, Dick and 
Harry with cheerful abandon and with 
smug complacence tell ourselves that 
only one out of ten succeeds anyhow 
and that the law of average must take 
its course. Let me tell you that the 
field man in life insurance is approach- 
ing the place where you cannot give 
him either Tom or Dick or Harry for 
an associate in one of the noblest call- 
ings in human service without his 
knowledge or consent. If we will not 
protect him he will protect himself. 
But we must protect him, because in 
increasing measure we are demanding 
of him a singleness of purpose that 
cannot be possible with a diversity of 
interests. 


Must Limit Territory 


The life agent in his general practice 
must confine himself to territory that 
will give him ample opportunity to ren- 
der to his people the greatest possible 
degree of efficiency in service. Life in- 
surance cannot be maintained on the 
company books any more than it can 
be written in the first instance unless 
the element of confidence that can be 
maintained throughout the years is en- 
gendered by an association that enables 
the insurance public to become ac- 
quainted with the habits of life and 
character of the field man. It is true 
that occasionally a life underwriter will 
be called upon to handle cases outside 
his own district, but to do so is no less 
ethical than for the attorney to occa- 
sionally try cases in the courts of 
other states, or for the successful sur- 
geon to be called into consultation out- 
side the range of his immediate prac- 
tice, 

Agent Is the Company 

The life man who is giving his whole 
time to his own territory, gaining new 
ideas and new inspiration and thus con- 
stantly increasing his efficiency, and 
who is building up a clientele in a dis- 
trict where he is constantly becoming 
better and more favorably known, is 
qualifying himself to render his full 
duty toward the insuring public. In the 
eyes of the public such a man is, to 
all practical intents and purposes, the 
company. It is he who, because of 
confidence earned, has secured the ap- 
plication. It is he who has delivered 
the policy. When the angel of death 
has come to the home of a policy- 
holder it is the agent who comes as the 
“friend in need,” as the representative, 





if you please, of a man’s humanity to 
man. 


More Business in Smaller Pield 


One of the most strikingly success- 
ful men in our organization has been 
a whole-time field man for nearly ten 
years and until three years ago he had 
never produced more than $125,000 in 
any one year. Three years ago we in- 
duced him to take a portion of his 
home state as an agency manager. He 
rebelled at first at the thought of the 
boundary fence beyond which he must 
not go. During his first year he se- 
cured more personal business than he 
had ever before secured in one year 
and his agency produced a little less 
than half a million. The second year 
saw seven whole-time producers in that 
agency and a production of $650,000. 
His third year of earnest concentra- 
tion has not yet been completed, but 
it will crowd the million dollar mark 
in production and last month he had 
eighteen producers. Some of his 
agents—the most of them in fact—are 
whole-time men. Some are probation- 
ers. But every one is being daily 
taught how to be a better man in his 
profession and each is striving to emu- 


late in practice and in ideals his effi- 


cient manager. 
Became Thin in Effectiveness 


That man, always potentially big and 
splendid, required the imaginary limits 
of district boundaries to develop him. 
He bemoans the years he spent in 
spreading himself over so much terri- 
tory that he became thin in effective- 
ness. He is endeavoring to make each 
member of his staff so efficient and ef- 
fective that when the people of his 
community think of life insurance at 
all they will think of him. He is try- 
ing to make each agent under his 
supervision the life insurance agent of 
that community. Occasionally agents 
exchange districts for short periods and 
this plan has proved to be most stimu- 
lating. 

Duty to Other Agents 

In maintaining the ethics of his pro- 
fession the life agent owes a large duty 
to his associates in his own, as well as 
in other legal reserve companies. To 
the members of the profession in his 
own company he owes the duty of re- 


| specting territorial rights and the main- 
| tenance of equitable relations with re- 


spect to prospects. He will, at all 


times, hold himself ready and willing to 


assist a fellow worker in the course 
of business, just as he will feel free at 
all times to call on a fellow worker for 
assistance if the need may arise, in cach 
instance leaving it to the one who re- 
ceived the assistance to determine the 
compensation that shall be allowed 
therefor. 

The ethical life agent will hold it a 
sacred duty to advise with other agents 
of his company regarding prospective 
business in districts other than his 
own, which it is not convenient for him 
to handle personally. If he receives 
information of this kind from another 
agent he will be punctilious in his re- 
gard for his fellow worker’s rights. 


Home Office Often Impatient 


The home office is too prone usually 
to accept business without inquiring 
too closely into the equities of agents 
with respect to territorial rights and to 
be impatient, as well as arbitrary in 
adjusting differences. Companies can- 
not expect territorial limitations to be 
observed unless they themselves ob- 
serve them. No agent can or will con- 
sider an ethical duty with respect to 
boundaries when his own rights are 
being constantly violated by other 
agents of his own company without 
his knowledge or consent. 


Even Honest Comparison Unnecessary 


Towards the agents of other legal re- 
serve life insurance companies the agent 
who has proper regard for his duties 
and responsibilities will be called upon 
frequently to exercise forbearance, and 
by his own clarity of vision and lofti- 
ness of ideals be able to untangle many 





difficulties. He will refrain from in- 
vidious comparisons, which, in their 
very nature, cannot fail to be odious 
and destructive. Even honest com- 
parisons are seldom necessary. <A 
proper regard for the rights of others 
will demand at all times unqualified 
and enthusiastic support of the whole 
structure of legal reserve life insurance, 
as represented by all companies. 
Comparisons do not in themselves in- 
spire confidence, nor do they create de- 
sire or remove objections. Each of 
these steps must be surely taken if a 
real sale of any kind is to be made. 


Stimulating Field Ethics 


A proper adherence to the ethics of 
the profession of life insurance will 
thus eliminate the evils which, in the 
past, have, to a large extent, deterred 
the profession from enjoying that good 
repute to which, as a whole, it is so 
justly entitled. 

There is no more healthful and 
stimulating thing in maintaining field 
ethics and stimulating the ideals of life 
insurance among field men than life 
underwriters’ organizations. But they 
should be what their name implies, and 
not an organization of general agents 
and managers in which the underwriter 
participates only by proxy, and in 
which he has only the questionable 
privilege of paying dues. 

Absolute and Unquestioned Confidence 


The ethical relationship that exists 
between the field man and his company 
should, first of all, be a mutual relation- 
ship of absolute and unquestioned con- 
fidence. It should also be one of per- 
manency. A life insurance company is 
as good as its agency organization 
makes it. The agency organization 
may be either the strongest or the 
weakest link in the company’s chain 
of service. In all the departments of 
the company’s activities, it must, to a 
certain extent, lean on the integrity, 
the efficiency and the ability of the 
field man. This is more largely true, of 
course, in connection with the writing 
of applications and the delivery of poli- 
cies, but it is also true in a constantly 
increasing measure with respect to the 
settlement of claims, the investment 
of funds, and the conservation of busi- 
ness on the company’s books. 


Company’s Conscience in Field 


The field: man owes a duty to his 
company, as he does to the public, to 
give his entire time, all of his energy, 
all of his enthusiasm and all of his 
thought to the building of a career in 
his profession, which shall be a model 
for those who come after him, and a 
monument to him who thus builds. He 
should consider that the ethics of his 
profession demands such unquestioned 
loyalty to his company as to make him 
the company’s conscience in the field. 
He should realize that his company 
in his community is only just as good 
as he makes it, and that it will be an 
object of respect, an institution of dig- 
nity and service only when he com- 
mands respect and renders a dignified 
service to his people. 


Idealistic Side of Service 


But what of the company’s duty to 
the agent? Is the company’s whole 
duty done when it issues policies and 
pays claims promptly? Not at all. It 
must guard with jealous vigilance the 
field man’s honor and give him a 
healthy outlook. His ideals determine 
to a large extent his viewpoint and his 
viewpoint governs the character of his 
work. He cannot know the nature of 
the lofty duties that are imposed on 
him by the ethics of his profession 
without proper education and training, 
and education and training cannot be 
given by rule of thumb methods or 
careless home office practices. Show 
me a company that teaches at all times 
the idealistic side of efficient service in 
the life insurance profession and I will 
show you a company whose agency or- 
ganization is loyal, enthusiastic and 
successful. You will find that company 
maintaining carefully the highest pos- 
sible ethical standards, while insistang 
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More Important Than Writing 
New Business, Is Opinion Held 
by Speaker 


VIEWS OF THOMAS F. DALY 


President of Capitol Life of Denver 
Discusses Question of Han- 
dling Funds 


President Thomas F. Daly, of the 
Capitol Life of Denver, led the discus- 
sion on the topic “Investments,” fol- 
lowing the paper on that subject by 
Insurance Commissioner S. D. Works 
of California. Mr. Daly said that the 
subject of investments is of even 
greater importance than the securing 
of business, since on the security of 
its funds rests the fulfillment of the 
company’s obligations. He dwelt on 
the necessity of careful investigation 
not only of present values, but of ten- 
dencies affecting values. He gave first 
place to farm mortgages, but said such 
investments require an organization 
that tan only be maintained when there 
is a large volume of money to invest. 


Speaks From Experience 


Mr. Daly’s remarks were as follows: 

“In preparing this paper in reference 
to investments suitable for life insur- 
ance companies, I find myself dwelling 
mostly upon personal experience, and 
am certain that the convention will 
pardon me for this, because personal 
experience really furnishes the only 
pure basis for discussion and deduction 
regarding a matter of this kind. 

“Eighty per cent of our investments 
are loans secured by first mortgages. 
on city properties. No loan should be 
made in any city without personal 
knowledge by the executive making 
the loan of the conditions, value, loca- 








upon the same observance from the 
field man. 


Science of Human Duty 


“Ethics is the science of human 
duty.” Field ethics, as applied to the 
life insurance profession, implies a 
solemn duty first of all to know life 
insurance and to so comprehend its 
lofty purposes as to be able to get the 
vision of its real place in God’s great 
scheme of uplift for the sons of men. 
It comprehends the solemn responsibil-- 
ity to pass that knowledge oa to the 
whole people with such earnest fervor 
that, forgetting all other things, the 
field man will press forward enthus- 
iastically toward the work of his high 
calling in assuring to little children 
homes and happiness and education 
that shall fit them for the battles of 
life, in making it possible for husbands 
and fathers to reach back from the 
portals of the grave itself with protect- 
ing hand, and assuring to old age ser- 
enity and the dignity of independence. 


Bring Reward of Confidence 


The strict observance of the ethics 
of his profession implies a steadfast- 
ness to ideals and a loyalty to prin- 
ciple that will, ultimately bring to the 
field man in life insurance the sure re- 
wards of public confidence and profes- 
sional traditions to be guarded with 
jealous care. : 

He who would enter this profession 
must come first with a humble desire 
to render a social service. He may 
come without money and without price 
so long as he comes with a stout heart 
and a willingness to work and a capac- 
ity for sustained endeavor which is the 
synonym for genius. If he enter thus 
the value of his services will be the 
measure of his desire to serve. 
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tion and the probability of substantial 
growth in the section wherein the se- 
curity is located. A change in the di- 
rection of a city’s growth will change 
values about as rapidly as anything 
which can occur. 


Test of Time 


“While we endeavor to analyze care- 
fully all the conditions surrounding 
each loan which we make, it is only 
human to err, and occasionally our best 
judgment will be found to be a little at 
fault; when some loan has been tested 
by time and changing conditions, we 
wonder why we loaned so much upon 
the property. 

“As an illustration: We were asked 
to make a loan some years ago by a 
gentleman of good standing in our 
community. After making the loan 
we learned what we should have ascer- 
tained before; that he had a great 
amount of property, all of which was 
mortgaged, and that his earning ca- 
pacity was not sufficient to pay the 
taxes, maintenance and interest. The 
result has been that we acquired a 
twelve-room house upon two lots, fifty 
feet front, in a very good location, for 
the sum of $3,500 and some accrued 
interest. 

Good Location Saves Investment 


“The property was in such a run- 
down condition that it could not be 
rented satisfactorily, so the building 
was remodeled and changed into two 
six-room steam heated apartments and 
the old barn was renovated and made 
into a garage. The property is within 
walking distance of the office section 
of the city, and, as stated before, is in 
a desirable location, and before the 
changes in the building were com- 
pleted the apartments were rented un- 
der a three-year lease at $110 a month. 
After paying taxes and maintenance, 
this will pay us over 10 percent annu- 
ally on all the accumulated charges 
against the property. Had the condi- 
tions been different and the property 
isolated or in an undesirable neighbor- 
hood, it would not have been possible 
for us to get these splendid results; 
so that in making loans, location must 
be carefully considered. 


Same Considerations on Bonds 


“We have some investments in im- 
provement bonds, and bonds of munic- 
ipal corporations, and the same care 
should be exercised regarding location, 
maintenance and general conditions as 
would be given to the loaning of money 
on real estate security. The life of 
a corporation is dependent upon the 
soundness of its investments and value 
as a going business. 

“We have a limited number of farm 
loans. However, I consider farm loans 
the best security of any of the forms 
of investments which are placed be- 
fore us, and as our company grows, 
we anticipate investing to a greater 
extent in this class of securities. 


Farm Loans Need Investigation 


“Heretofore, we have been somewhat 
retarded from investing in this class 
of loans because of the expense attend- 
ant upon investigation. Also we felt 
that it was impossible to undertake 
loaning on farms with any degree of se- 
curity without a thorough and com- 
plete investigation by some one from 
the home office; we feel that the vol- 
ume of money which we have to loan 
would not justify the expense of main- 
taining a farm department. 

“Stocks of any character are not con- 
sidered by us at all, and are not per- 
mitted under the laws of Colorado. 


Policy Loans Detrimental 


“There are loans of another class 
which require mention because of the 
character of same and the detrimental 
effect which they produce upon the 
growth of any company, and which 
should be considered seriously, namely 
—policy loans. Our experience ought 
not to be materially different from the 
average company in this respect. These 
loans are a form of investment that 
cause great loss to the companies by 
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lapsing of policies or discontinuance of 
insurance in force. 

“It seems to me that the American 
Life Convention might very well con- 
sider some plan that would lead to the 
enactment of legislation which would 
make it more difficult for the borrower 
to obtain a loan on his policy. 


Loss to Beneficiaries 


“T am very well satisfied that the 
freedom which has been granted under 
the law to policyholders has worked a 
great detriment to their families and 
dependents, and could it be possible to 
measure in dollars and cents the loss 
to beneficiaries through the practice 
of borrowing on policies, I am con- 
vinced the result would stagger hu- 
manity. 

“Therefore, I think all company offi- 
cials will agree with me that loans on 
policies should be discouraged. Indi- 
vidually, or as an executive officer, I 
am not prepared to offer a remedy, but 
I am willing to be one who will make 
an effort to restrict loans on policies. 
Any movement of this kind must be 
undertaken by all the life insurance 
companies, acting as a unit. 


Make Borrowing Difficult 


“It is difficult to find a solution of 
this problem and provide a plan, but 
some way must be found which will 
make the borrowing on policies very 
difficult; a loan which causes the lapse 
of a policy is an irreparable damage to 
society as well as a colossal loss to 
the man’s family, and if policyholders 
could be made to see conditions as 
we do, and could be made to realize 
the desolation that borrowing on poli- 
cies has caused, there would be no need 
for any legal reform or action on the 
part of the companies. As the matter 
stands at present, we are legally com- 
pelled to loan, but when we analyze 
the cause for those laws which make 
loans on policies compulsory, we find 
that the real basis of this was the com- 
petition between the companies them- 
selves. Thus we recognize that com- 
petition makes many things possible 
- society would not otherwise jus- 
tity. 

e Adequacy of Reserves 

“IT am inclined to step outside the 
subject for a moment and add a word 
as to the security under policies pro- 
vided by the reserves, also regarding 
the mortality tables: commonly in use 
and to say that in my judgment any 
change in the mortality tables which 
would result in a reduction of the re- 
serves or lowering premiums would be 
extremely dangerous at the present 
time. I am firmly convinced that the 
chief function of a life insurance com- 
pany is “safety first.” There is enough 
margin of safety in the reserves pro- 
vided by the present table of mortality 
to make insurance sure. That is what 
every man wants who pays a premium. 

“No business at actual cost can pro- 
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catastrophes, and with our present 
practices and laws, with the full re- 
serve at the mercy of the policyholder 
and with policies incontestible, what 
protection have American life insur- 
ance companies in case of war, such as 
now is going on in Europe, if the life 
insurance business is to be transacted 
without a margin of profit and with 
no provision for surplus? It will surely 
lose caste in the public eye. 

“I am strongly in hopes that the 
convention will not go on record as 
endorsing or suggesting any modifica- 
tion of our present tables of mortality. 

Some Errors Are Made 


“While the insurance laws relating to 
investments in our state, as in other 
states, have been enacted with the 
idea of safeguarding the interests of 
beneficiaries under life insurance con- 
tracts, even the most carefully drawn 
laws with the most drastic provisions 
do not prevent investments which re- 
sult in a loss to the companies, be- 
cause with the best intentions errors 
are made. 


“Friendships and sympathetic feel- | 


ings have no place in determining an 
insurance investment, as has been so 
ably stated by Commissioner Works. 
Furthermore, while the individual may 
discount the future with his own 
money with perfect propriety, to do so 
with the trust funds of an insurance 


company would constitute a moral, if | 


not a legal, crime. 
More Important Than New Business 


“I have spoken of investments of 
life insurance companies generally 
along the lines which we practice our- 
selves. I regard the investment of the 
company’s funds as of more impor- 
tance than the getting of new business, 
because it is upon the character of the 
investments made that the whole struc- 
ture of the company rests. I presume 
that our experience is no different from 
that of the majority of the companies 
and that in all probability 75 per cent 
of the applications for loans are for 
such amounts as would acquire the 
property within a period of ten years. 


Borrower’s Valuation Often High 


“This statement may be slightly ex- 
aggerated, but the natural tendency of 
the borrower to advance the value of 
his own property for loaning purposes 
is very great; again, he has the ad- 
vantage when applying for a loan of 
suggesting a price on his property so 
that the value placed by the borrower 
must be given careful consideration, 
otherwise the property might be over- 
valued and loaned upon in excess of 
the amount which safety demands. We 
endeavor to keep our loans below 40 
per cent of our own appraisement. 


Reject Speculative Valuations 


“As it occurs to me, the form of in- 
vestments which are speculative should 
not be considered. Appraisements 
should be carefully made from the 
home office before loans are placed, 
interest should be promptly collected, 
taxes not allowed to accumulate, and 
as a basic proposition, no property 
should be loaned upon except it be in- 
come property which produces an an- 
nual income sufficient to meet from its 
own earnings the interest charges, the 
taxes, and all other expenses connected 
therewith. Whether it be farm or city 
property, or bonds of a corporation, 
these conditions should always exist, 
and a reasonable assurance be had that 
the conditions will continue during the 
period of the loan. 


Reduction of Principal 


“Another point well worth consid- 
ering in connection with real estate 
loans is a reduction of the principal 
sum during the life of the loan, prin- 
cipally for the improvement of the se- 
curity, and secondly for the moral ef- 
fect upon the mortgagor. 

“I wish it were possible for me to 
discuss the question of loans from a 
scientific point of view, wherein I 
might illustrate the scientific methods 
as demonstrated by some persons who 








FARM MORTGAGES ARE 
PUT IN FIRST PLACE 


Held Superior to All Other Invest- 
ments by Minnesota 
Commissioner 


ADDRESS BY S. D. WORKS 


Highly Conservative Views Are Ex- 
pressed—Industrial Securities Not 
Favored 


Commissioner Samuel D. Works of 
Minnesota, who was an officer of a bank 
before taking his present office, read a 
paper at the convention on _ invest- 
ments. Mr. Works has a high ideal of 
the security with which life insurance 
funds should be invested and his stand- 
ard was very conservative. He held 
that all industrial and railroad securi- 
ties are subject to big fluctuations and 
hence not suitable for life companies. 
Public securities he called very desir- 
able, but the yield is comparatively 
low and the supply is limited. Farm 
mortgages, he held, are the best form 
of investment obtainable. 


Most Vital Subject 
Mr. Works’ address was as follows: 


It is with some trepidity that I come 
before a body of experienced men, who 
have the greater part of their lives had 
to deal with the matter of investments, 
and even attempt to offer any sugges- 
tions that will be of value in their line 
of business, but the responsibility is 
entirely upon others, who have re- 
quested that I speak upon this subject. 

In the financial world there is no 
subject as vital as that of investments; 
no subject that calls for the best 
thought of those who have studied this 
subject from every possible angle. 


Prepare for Rainy Day 


The success of the great banking in- 
stitutions in Wall street is dependent 
upon the character and volume of their 
investments. A man of moderate 
means realizes a period of unproduc- 
tivity in his life, and prepares for the 
traditional “rainy day” by investment. 
True, he often leaves the sane, conserv- 
ative path and endeavors to emulate 
Rufus Wallingford and his get-rich- 
quick methods, and his hard-earned 
cash becomes dust and ashes, or rather 
beautifully engraved mining certifi- 
cates, worthless, except as reminders 
that a fool and his money are soon 
parted. 

Responsibility to Others 

I have been connected with a small 
banking institution, and the matter of 
safe and profitable investment is a con- 
stant burden, not-simply because I de- 
sire to make a success of this institu- 
tion, but because I feel that I am hand- 
ling and investing that in which others 
have an interest—often friends of mine, 
who have confidence in my ability to 
use funds for their best interests, and 
failure to properly justify this confi- 
dence would be humiliating and a re- 
flection on my fitness to keep this po- 
sition. 

Investments Heart of the Business 


The investment of life insurance 
funds is the heart of the business. I 
can readily imagine a fine office build- 
ing, elegantly equipped; the force so 
perfectly trained that everything moves 








have had more to do with finances than 
myself, but if this paper appears to 
be in any manner personal, it is all due 
to the fact that I am discussing the 
subject purely from the standpoint of 
what I know about it, and is a prac- 
tical illustration of the ideas which con- 
trol when I am making loans for our 
company. 





like a piece of well oiled machinery; 
an agency force that pours a constant 
stream of applications into the home 
office; a careful and wise medical staff, 
and yet across the face of the com- 
pany might be written FAILURE, be- 
cause the management lacked the in- 
vesting acumen. 


Pacing the Widow 


Failure is the nightmare of life in- 
surance companies, not because it is 
frequent in these later years, but be- 
cause of the serious consequences which 
attach. I can easily conceive of a man 
who, by stress of circumstances, fails 
in ordinary business life, yet meeting 
those who have lost by means of his 
lack of ability, judgment or enterprise, 
and be able to look them squarely in 
the eye, but it would be very hard to 
conceive of a man who could stand 
the reproach of the widow, who had 
lost her all because of his failure to 
protect her ‘funds. 

First—The Investor. Of course, the 
investment is done by a board, but 
who ever saw the board which was 
not dominated by one master mind? 
But this does not change the idea, and 
it can be used collectively if you choose. 

1. The ideal investor should be a 
man with vision. In the popular mind, 
men of vision are usually connected 
with some development that stands 


out as an achievement in a particular | 


period of their country’s history. 
Must See Both Ways 


_As, for example, we speak of the 
vision of Jefferson, who saw the possi- 


bilities of the great west before his 


compeers dreamed of them, of the 
great Mississippi valley teeming with 
a vast population; of James J. Hill, 
who saw the prairies of the northwest 
populated and productive; of Harri- 
man, who saw promise of the great 
coastal cities and country, and builded 
to care for this population; but to my 
mind a conservative man must have a 
vision of failure and its serious con- 
sequences, as well as one of success. 
No commander-in-chief of an army is 
worthy of the title who has not a 
clear vision of failure to be avoided, 
as well as victory to be won. 


Study Lines of Retreat 


Lines of retreat are as carefully 
studied as the drive ahead, and a man 
with broad vision may be even greater 
in defeat than in success. To my mind 
Washington was greater at Valley 
Forge than at Yorktown. General 
Greene backing through the Carolinas 
showed his superb skill more than at 
any other time in his military career. 
The lustre of the military genius of 
Napoleon is dimmed by his retreat from 

















SAMUEL D. WORES, St. Paul 
Insurance Commissioner Minnesota 








Moscow—brave enough to face the bul- 
lets on the bridge at Lodi, but cow- 
ardly and unresourceful when forced to 
retreat. Therefore, a man or men en- 
dowed with a sacred trust of invest- 
ing funds for others must have a vis- 
ion broad enough to encompass and 
measure defeat, as well as success. 


Must Be Without Friends 


2. He must be without friends. It 
is said of Talleyrand that his success 
as a diplomat lay largely in the fact 
that he recognized no friends, which 
enabled him to work for the selfish 
ends he desired to attain for his coun- 
try in an impersonal way. High au- 
thority discloses that 80 percent of the 
bank failures of this country are due 
to the pressure from friends, who se- 
cure loans which their financial stand- 
ing does not warrant. The prayer to 
be “delivered from our enemies” should 
be amended so that we could pray that 
we might be delivered from our friends. 

An eminent authority states that 
there are but two causes of failure 
of insurance companies—one is reckless 
investing, and the equally culpable 
recklessness in the acceptance of risks, 
and I think it would be interesting to 
know just how much personal friend- 
ship enters into both these vital fea- 
tures of life insurance. 


Rely on Fact Rather Than Promise 


3. The investor must rely on fact 
rather than promise. I would rather 























Z 





Are You Interested ? 


ADDITIONAL INDEMNITY 


In good agency to sell one 
of the best policies written? 


TOTAL DISABILITY 














Sate am 6 bee ek ak ee cle ee oe Pee a ee ee ee ee eee ee ae 


“~— pm ar am  -* eb 





October 4, 1915. 


AMERICAN LIFE CONVENTION EDITION. 








have $1,000 in a farm mortgage, based 
on actual value, than $10,000 worth of 
mining stock, based on the promise of 
future productivity. A case in point is 
that of the Ohio Life & Trust Com- 
pany in 1857, which, in that period of 
rapid development, engaged in rail- 
road construction, with a promise of 
dazzling returns for itself and for its 
policyholders, but at the first shock 
of financial panic, became insolvent. 

During the constructive period fol- 
lowing the close of the Civil war, this 
country entered upon an orgy of busi- 
ness activity. Life insurance naturally 
caught the fever, and with no antitoxin 
of experience at hand, plunged as reck- 
lessly as other business enterprises, 
and with identical results—disaster, 
ruined hopes and lost confidence. 

The investor should be wholly lack- 
ing in speculative instinct. Investment 
is not speculation. Aviation is interest- 
ing to the spectator, but the ordi- 
nary man prefers to keep his feet on 
terra firma. 

Character of Investments 


Second—The Character of Invest- 
ments. This is the real live issue to 
be considered in this department, and, 
here again, the matter of the human 
equation is bound to enter into this 
discussion. It is like a discussion of 
a political party or a political policy. 
Every thinking man has his own ideas 
on matters of this sort, and while I 
shall endeavor to be honest with my- 
self in this matter, it is barely possible 
that my own feelings shall be largely 
reflected in a discussion of the charac- 
ter of investments. It goes without 
saying that the investment which pays 
the largest possible return consonant 
with safety is to be desired, but the 
how is quite another matter. 


Insurance Not Like Banking 


The character of investments desir- 
able for life insurance. differentiates 
greatly from that of a bank, which, ow- 
ing to the uncertainty as to the time 
period, must be liquid; possible of be- 
ing converted into cash on immediate 
notice; therefore, long time securities 
are abhorrent, and most banks feel it 
important that they should keep on 
hand a considerable amount of demand 
paper as a secondary reserve. For life 
insurance companies, long time securi- 
ties yielding a fair rate of interest 
are to be desired. 

1. Investments should have a defin- 
ite market value. This is one of the 
unwritten laws of the department of 
which I am the head at the present 
moment. Not very long ago a casualty 
company presented securities for de- 
posit that looked excessive. A com- 
petent appraiser was secured, and it 
was disclosed that the actual face of 
the mortgage was at least three times 
in excess of the value of the property. 
This, of course, is an extreme case, 
but I have found several that were in 
the “twilight zone” of danger. 


Hoped to Make the Siding 


I was once a passenger on a freight 
train which was running at such a ter- 
rific rate of speed that I became some- 
what alarmed. Upon inquiry of the 
conductor, he gave me the reassuring 
advice that they were running on the 
time of an express train and hoped to 
make a siding in time. 

The handling of life insurance funds 


is too sacred a trust to take chances, ° 


as, in some cases, the heavy over- 
valuation would spell insolvency. 


Investment Conditions Change 
9 


2. Conditions governing the charac- 
ter of investments change. I may be 
pardoned for again referring to bank- 
ing conditions. Some few years ago 
western irrigation bonds were favored 
in banking and trust company circles. 
Now, a man attempting to float bonds 
of this sort would be entitled to sym- 
pathy if he were to go to the small 
— of the middle west for exploita- 
ion. 

In the ’70s farm mortgages in Kan- 
sas, Nebraska and even Jowa were 
looked upon with disfavor. Now they 








are eagerly sought. At one time mort- 
gages on city properties were studi- 
ously avoided by conservative invest- 
ors. Now, some of the most conserva- 
tive prefer them above all other classes 
of investment offered. 


Bonds Exceed Cost ’ 


Permit me to call your attention to a 
remarkable condition existing in one of 
our great cities. I mention this upon 
the authority of the president of a 
large trust company of this same city. 
Bonds are sold upon buildings erected 
on leased ground, in excess of the act- 
ual cost of the buildings, and this is 
done by men who are considered con- 
servative in the business world. I have 
no criticism of methods of this char- 
acter, but it is simply one of those 
situations which leads a man to won- 
der if he is not dreaming. 

3. Investments should not be sub- 
ject to fluctuations. In my judgment 


and government, has been singled out 
for something akin to persecution, 
which has brought it to its present con- 
dition. My reply is, that the history of 
this road might be the history of any 
road in the country, with the fluxing 
conditions that prevail. 


Public Bonds Very Safe 


4. The Desideratum. Probably the 
most to be desired would be city, 
county or possibly township bonds, 
but these have a very serious objec- 
tion. While their safety is absolute, 
with reasonable care, the rate of inter- 
est is low and the field is limited, 
yielding as a rule little more than gov- 
ernment bonds. 

In my own state of Minnesota there 
is at present a very liberal offering of 
drainage bonds, submitted by the coun- 
ties, usually running from twenty to 
thirty years and netting the investor 
5 to 6 percent annually. No better in- 
t 























this excludes everything in the indus- 
trial field, railroads and electric roads. 
The best industrials are subject to 
fluctuations, as witnessed by the antics 
of some of the so-called war stocks of 
the present time, some of which have 
changed over 200 points in three 
months. ; 

The president of a large fire company 
not long ago endeavored to impress 
upon me that stock in a certain railroad 
was of such a character as to have an 
established value. No railroad stock 
can have an established value. 


Points to the New Haven 


The New Haven at one time was 
considered strong enough to claim in- 
vestments of estates, trust funds of 
widows and orphans, but the condition 
of that company at the present moment 
would not be an attractive one for an 
investor, be he ever so much of an op- 
timist. But, you reply, the conditions 
are different with this road than with 


vestment could possibly be found, but 
the supply is limited. As the country 
is further improved, they will go the 
way of the Indian, bison and Populist. 


Farm Mortgages the Best 


I am forced to the conclusion that 
farm mortgages are the best forms of 
investment obtainable. Iam perfectly 
aware that the experience of some in- 
surance companies has not been wholly 
satisfactory, but I believe that the fault 
is with the investor rather than the 
investment to be desired, because the 
supply is liberal and perennial, not sim- 
ply the result of the development of 
a new country, but the market is caused 
by the buyer and the seller, who are 
constantly abroad in the land. 


Will Always Be With Us 


As a matter of fact, a farm mortgage 
is nearly as common in New York, ven- 





erable in her age, comparatively, as is 
North Dakota callow in her youth, and 
the mortgage, like the poor, will al- 


others. It has been attacked by state | ways be with us. It is complained that 











EVENTS OF THE YEAR 
DISCUSSED BY CROSS 


President of Columbia Life of 
Cincinnati Addresses the 


Convention 





WAR CLAUSE FOR POLICIES 


Tremendous Losses and Return of 
Reservists May Affect Some 
American Companies 


Dr. F. G. Cross, president of the Co- 
lumbia Life of Cincinnati, read a paper 
on ‘1915, the Epochal Year.” Dr. 
Cross referred to the mutualization of 
two big companies and discussed the 
advantages of stock insurance. On the 
subject of the European war, he re- 
ferred to the enormous losses and sug- 
gested the use of a war clause on poli- 
cies. He spoke as follows: 


The year 1915 is an epochal year in 
the history of the American Life Con- 
vention, composed of ninety-six com- 
panies, doing business in thirty-two 
different states, which on June 30 had 
over two billions of insurance in force. 
The records of the companies of the 
twentieth century connected with this 
convention set forth the fact that the 
American Life Convention companies 
are a great economical force, and these 
companies, which have been organized 
by men of civic pride, since the incep- 
tion of the twentieth century have en- 


| hanced the importance and solidity of 


the states which gave them birth. 
Reference to Mutualization 


During this epochal year “mutual- 
ization” is attracting the attention of 
the insurance world. Two of the larg- 
est eastern companies mutualized last 
year, and you as life underwriters know 
the price paid for the stock sold by 
each company, and you are aware that 
the stock was sold on the recommen- 
dation of the boards of directors and 
was purchased by the policyholders. 
Assuming that the reports we have 
read in the press are true, another New 
York company with a capitalization of 
only $100,000 will mutualize in the near 


| future. 





Dividends Are Limited 


We are advised that the dividends 
paid on the stock of this company are 
limited to 7 percent of the par value 
of the stock, and that if the stock of 
this company should be sold to its 
policyholders an appropriation will be 
made from the surplus of the company, 
created by the policyholders, and that 
the policyholders will be required to 
pay several million dollars for the 
stock. Whether this sale, if consum- 
mated, will be a benefit to the policy- 
holders is a debatable question. 

It is admitted that one man owns 
the majority of the stock in the com- 
pany which is ‘to be mutualized, but I 
cannot understand how the policyhold- 
ers would be benefited by the appro- 
priation of several millions of dollars 
contributed by them in the purchase 
of the capital stock, which is limited 
to $100,000. 


Favors Stock Plan 
Since it requires capital to place a 








a mortgage is not liquid in periods of 
financial distress. I reply, neither are 
stocks, bonds or shares, or anything 
held as security. As a rule, from the 
earliest settlements at Jamestown, New 
Amsterdam and Plymouth Rock, !and 
values have increased, and never de- 
creased; stationary for a time, then 
forging ahead by leaps and bounds, and 
should the security, itself, fall into the 
hands of the investor, he will have 
something more tangible than a “scrap. 


| of paper.” 
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life insurance company on a safe basis, 
and the losses from death in all com- 
panies fluctuate, I cannot conceive of 
a safer or better plan than the stock 
plan, as it is absolutely necessary that 
a fund be created for the protection of 
the policyholders. Under the stringent 
laws of Ohio, and other states, a life 
insurance company cannot be organ- 
ized without a capital equal to at least 
$100,000. 

Nearly fifty years ago three stock 
insurance companies were organjzed in 
Cincinnati, and two of the companies, 
after operating a few years, were rein- 
sured, and two other small stock com- 
panies have been reinsured within the 
last’ ten years. 


Policyholders Lost Nothing 


The stockholders in three of the com- 
panies which were reinsured sustained 
losses owing to the impairment of the 
capital stock of each company, but the 
policyholders did not sustain any 
losses. There are ten legal reserve life 


companies now operating under the, 


laws of Ohio, and it is a significant fact 
that not a dollar has ever been lost 
by any policyholder who has insured 
his life in any legal reserve company 
organized under the stringent laws of 
that state who has complied with the 
terms of his policy contract. And in 
view of the fact that domestic compa- 
nies of that state are required to invest 
their funds in United States, state, 
county or municipal bonds, or in loans 
on real estate mortgages not exceed- 
ing one-half of the market value, poli- 
cies issued by Ohio companies are con- 
sidered as safe as the federal banks. 


Annual Examinations 


Moreover, the insurance laws of 
Ohio require the superintendent of in- 
surance to examine all the domestic 
companies of that state, annually, to 
verify the annual statements and to 
see that the reserve has been set aside 
and invested in securities prescribed by 
law. I do not refer to this matter be- 
cause I happen to be connected with 
an Ohio company, as I have a sincere 
interest in the general welfare of all 
American companies and also in the 
insuring public. 


Recommended for Other States 


I do not know of any other state 
which requires annual examinations by 
the insurance department, but I sin- 
cerely hope the insurance commis- 
sioners of all the states will urge the 
legislators to pass laws similar to the 
insurance laws of Ohio, requiring an- 
nual examinations. I also take the lib- 
erty of recommending that states which 
have not thoroughly safeguarded the 
interests of the policyholders should 
enact laws which would prevent their 
companies from investing in specula- 
tive securities. 

Net Cost About the Same 


The advocates of the mutualization 
of stock companies make the plausible 
claim that the life insurance compa- 
nies should be managed solely by their 
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policyholders. The insuring public are 
more interested in the solvency of the 
company and the net cost of insur- 
ance than the modus operandi of the 
compary. After an investigation of 
the records of stock and ‘mutual com- 
panies we find that the net cost of in- 
surance in stock companies has been 
about the same, on an average, as the 
net cost in the leading mutual compa- 
nies, and in the event of the death of 
the policyholders during the first ten 
years from the issuance of the poli- 
cies the net cost in the stock company 
is much less. 


Says Stock Company Leads 


One of the leading stock companies, 
organized about fifty years ago, which 
earns a high rate of interest, and is- 
sues participating policies, and is ably 
managed by a board of directors who 
own the majority of the stock, has 
made the claim for years that it has 
paid its policyholders a larger divi- 
dend than any other company in the 
United States. I interviewed the asso- 
ciate actuary of the company to which 
I refer, a few weeks ago, regarding 
this matter, and he made the follow- 
ing statement: “Some companies pay 
larger dividends than our company on 
certain kinds of policies, and at certain 
ages, but taking the business as a whole 
there is no company that pays as large 
a dividend, on the average, as our 
company.” 

Own Company Issues Both 


The company I represent issues both 
participating and nonparticipating poli- 
cies, but it is very evident from the 
experience of our agency force that 








there is an increasing demand for non. 
participating contracts. It is fair to 
assume that the boards of directors and 
the executive officers of a stock com- 
pany would take a greater interest in 
the management on account: of their 
vested interests. 

I trust the representatives of the ex- 
cellent mutual companies who are 
members of this convention will not 
conclude that I am prejudiced against 
mutual life insurance companies, as I 
represented mutual companies for 
twenty-five years as general agent be- 
fore I founded the Columbia Life. 


Capital Absolutely Necessary 


I am thoroughly convinced, however, 
after an experience of over a third of 
a century as a life underwriter, that 
the prejudice against stock companies 
is not well founded, as capital from 
some source is absolutely necessary. 
The principal difference between the 
stock form of life insurance and the 
mutual form is that in the one case 
the capital is contributed by stockhold- 
ers, while in the other the policyholders 
contribute their own capital by guar- 
anteeing their own contracts, as stated 
by President Dunham. 


Present World War 


In all future time, the year 1915 will 
be referred to as the epochal year in 
the history of the world. Who could 
have conceived a titanic struggle equal 
to the present world war which, for 
more than a year, has been a whole- 
sale slaughter of millions of men and 
the loss of billions of treasures? 


No Parallel in History 


This titanic conflict has no parallel 
in history in so far as the casualties 
are concerned: The “Independent” has 
furnished a summary of the casualties, 
which discloses the magnitude as fol- 
lows: It shows that 2,400,000 men 
have been killed, 5,150,000 have been 
wounded, and 1,800,000 are missing. 
The cost of the war in its first year is 
placed at $25,000,000,000 and the war 
loans aggregate about $17,000,000,000. 
It is impossible to estimate, with any 
degree of accuracy, the insurance losses 
occasioned thus far by the war. As 
some 19,000,000 men constituted the orig- 
inal forces engaged in the war, and 
the losses have probably been made 
up by new levies, it will probably not 
be far out of the way to place the total 
number of men involved in the fight 
at from 25,000,000 to 30,000,000. 


Companies Feel Effects 


It is estimated that one-third of the 
homes of the nations engaged in the 
war are in mourning, and if the hor- 
rible conflict continues it will not be 
long until practically all the homes 
will be the victims of this barbarous 
contest. The life insurance companies 
of Europe, and some of the companies 
of this country which have operated 
in European countries, have felt dis- 
astrous effects of this appalling con- 
flict. If the war continues, as it may 
for several years, the blighting effect 





will be more keenly felt and the pro- 
cession of reservists returning to their 
fatherlands, who are insured in Amer- 
ican companies, will increase in number. 


War Clause for Policies 


I do not desire to trespass on the 
domain of the Medico-Actuarial com- 
mittee, which will complete its work 
and make its report in 1915, but I ven- 
ture the opinion that the losses of this 
diabolical contest should cause the 
members of the American Life Con- 
vention to place a clause in their poli- 
cies which shall provide that the losses 
of soldiers and sailors while engaged 
in action, or who died from wounds 
received in action, should not exceed 
the reserve value of the policies. 

We who wore the blue and fought 
for the maintenance ofthe Union over 
fifty years ago, and those who wore 
the gray and fought conscientiously for 
state rights, believing as they did in 
the sovereignty of the states, know 
what war means, for the civil war was 
considered the greatest war of the ages 
until the beginning of the present 
world war. 


Insurance Men in Peace Work 


It is gratifying to know that practic- 
ally all the members of the Loyal 
Legion and the Grand Army of the 
Republic endorse the peace policies of 
President Wilson. E. P. Marshall, the 
first vice-president of the Union Cen- 
tral Life, who served as an officer in 
the navy in the Civil War, is president 
of the Cincinnati Peace and Arbitra- 
tion Society, and Darwin P. Kingsley, 
president of the New York Life, who 
will deliver an address next week on 
peace at the World’s Insurance Con- 
gress, is an official member of the 
Peace Society in New York. But while 
I believe in peace with honor, I be- 
lieve in preparedness. Our army is 
not large enough to command the at- 
tention and respect of the European 
countries, or even Mexico, which has 
been a menace to this republic for 
several years. 


Should Be Prepared 


President Wilson, the commander- 
in-chief of the army and navy, deserves 
and should receive the loyal support 
of every member of this convention. 
While I believe in peace and the doc- 
trines inculcated by the Prince of 
Peace, I realize that it may become 
necessary to fight in self-defense; 
therefore we should be prepared for 
any emergency, “but the real and last- 
ing victories are those of peace and not 
of war.” 





President Darwin P. Kingsley of the 
New York Life, who came west with 
the company’s $200,000 Club, has been 
at the Del Monte for several days, de- 
voting part of his time to golf. Next 
week he will be a prominent speaker 
at the World’s Insurance Congress. 





Good and sure and safe—small words 
but large in meaning, and they apply 
with all their power to life insurance. 
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C. W. GOLD IN TALK 
ON STATE SUPERVISION 


Rigid Laws Not as Good as Sound 
Discretion of Insurance 
Commissioners 


SUGGESTS FORM OF APPEAL 


Hearings by Board Without Publicity 
Proposed to Review Department 
Rulings When Questioned 


In the discussion of “Supervision” at 
the convention a paper was read by 
Charles W. Gold, treasurer of the Jef- 
ferson Standard Life. Mr. Gold held 
that the sound discretion of insurance 
commissioners is better than rigid 
regulations established by law, but 
suggested that an appeal should be 
open to a board composed of other 
state officers. Because of the unfavor- 
able publicity involved companies are 
unwilling to resort to the courts, even 
when they believe a ruling should be 
corrected. 


Should Direct Legislation 
Mr. Gold’s paper was as follows: 


Since the famous case of Paul vs. 
Virginia, in which it was decided by 
the courts that insurance was not com- 
merce, and, therefore, was subject to 
state legislation only, the various states 
have steadily legislated. One of the 
proper functions of an insurance com- 
missioner is to influence this legisla- 
tion, directing it along proper lines. 
The average legislator knows but little 
of the technique of life insurance and 
his information must come from men 





versed in insurance. He usually as- 
sumes that the interests of the life in- 
surance companies are adverse to those 
of the state, so he naturally looks to 
the insurance commissioner for guid- 
ance. Therefore, on the mental equip- 
ment and viewpoint of the insurance 
commissioner, much depends. 


Three Classes of Commissioners 


With no desire to be facetious and 
with the greatest respect, I would sug- 
gest a division of insurance commis- 
sioners into three classes. The mem- 
bers of the first class believe in “let- 
ting well enough alone,” in letting 
thinks “rock along.” These collect the 
taxes and fees, make a splendid show- 
ing financially for their departments, 
initiate no new laws, and, suggest no 
real constructive legislation. The 
members of the second class believe 
in regulating everything by law. They 
want every contingency which may 
arise covered by a statute, want these 
laws so arranged that they can hold 
them over a company as a “big stick.” 


Favors the Square Deal 


In a third class is the commissioner 
who stands for a “square deal.” He 
does not want the picayunish laws, for 
his duty would make him execute these 
laws to the letter. None knows bet- 
ter than he the danger of such admin- 
istration. He prefers to persuade the 
companies to make corrections of the 
small errors, which, if not corrected, 
grow into serious errors. This type 
of insurance commissioner prefers to 
give the small, struggling company the 
benefit of his advice and encourage- 
ment, rather than to wait until the 
damage is done and then use the “big 
stick” of the law. He tries to get the 
viewpoint of the company manager 
and, appreciating this viewpoint, with 
its many difficulties, he is enabled to 
suggest and persuade. 


Duties of Commissioners 


Some writer has stated that the 
duties of an insurance commissioner 
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are divided into: (1) the duties im- 
posed by statute; (2) the duties im- 
posed by custom; (3) the duties which 
are assumed by him on his own initia- 
tive. 

In a discussion of these duties of 
insurance commissioners, these duties 
imposed by statute can be easily elim- 
inated. They may be arbitrary, but 
the honest commissioner must not 
evade the responsibility. He must en- 
force them. The company manager 
also knows these laws are on the 
statute books and, if there is an in- 
fraction, his company must suffer the 
consequences. These laws, even if 
burdensome, are borne by the com- 
pany with a patience which is worked 
by tribulation. 

In the class of duties imposed by 








custom there is little necessity for 
more than passing mention, as, by the 
very nature of these duties, their per- 
formance is accepted by the companies 
without protest. 

Duties Which Are Assumed 


It is in the execution of the “duties 
which are assumed” by the insurance 
commissioners, that the relative value 
to the companies of the three classes 
of insurance commissioners is brought 
out. Naturally, some duties must be 
assumed. It is better for the com- 
panies, for instance, that the work for 
the betterment of agency conditions 
be left largely to the discretion of the 
commissioner. There may be times 
when an insurance commissioner should 
say to a company, “You are paying too 
much for new business.” He should 
unhesitatingly do this if the necessity 
arises, but he must be the judge of 
that necessity. 


Better Than Arbitrary Statute 


It is better that these duties be as- 
sumed by the insurance commissioner 
than to have an arbitrary statute on’ 
the law books for his guidance. In 
my opinion, it is in the performance 
of these very duties, which are as- 
sumed, that the best value of an insur- 
ance commissioner to his state may be 
realized. This, of necessity, brings into 
the proposition the human element. 
Wise supervision limits the company’s 
action so that only healthy growth will 
result. The paramount question for 
the lawmaker should be, “how can the 
human element in the insurance com- 
missioner be so safeguarded that an 
error in his judgment, as to his rulings, 
will not work a hardship?” 

Wrecks That Could Have Been Saved 


There are many wrecks of insurance 
companies strewn all along the coast 
of the insurance ocean which could 
have been kept in a healthy sailing 
condition, if the insurance commis- 
sioner had “assumed” the duty of curb- 
ing the extravagance of the manage- 
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ment at the proper time. This could | an insurance commissioner, would be, 
have been done by persuasion and | to the lay mind, adverse advertising. 


earnest cooperation. If these means 
failed, there is always enough law, 
coupled with a threat of publicity, to 


have caused them to mend their 
ways. Conditions along this line 
have arisen so intricate that, if laws 


had been passed to control them, the 
insurance commissioner would be seri- 
ously handicapped in conscientiously 
trying to carry them out. 


Human Equation Ever Present 


The first class of insurance commis- 
sioner mentioned, the one who believes 
in letting “things rock along,” would 
not dare to “assume,” or before he 
awakened to “assume,” the company 
would be “on the rocks” and looking 
around for reinsurance arrangements. 
It is a happy combination when a help- 
ful commissioner, in his discretion, as- 
sumes these duties. d 

But, with the human equation ever 
present, it is easily possible for a con- 
scientious insurance commissioner, in 
his discretion, to make a ruling which 
may seem harsh, arbitrary, unjust and 
unfair to an equally conscientious com- 
pany manager. Of course, the com- 
pany manager can have recourse to 
the courts, but the very nature of the 
insurance business precludes the pub- 
licity of the courts for settlement in a 
controversy between insurance com- 
missioner and company. 


Appeal From Discretionary Rulings 


It has been suggested that there 
should be in every state some appellate 
body (not a court), to which compa- 
nies could appeal from the discretion- 
ary rulings of the insurance commis- 
sioner. This appellate body might be 
composed of other state officers. Its 
sessions should always be executive, 
and thus not open to public scrutiny. 
The reason for this is obvious. The 
lay mind is peculiarly susceptible to 
adverse impressions regarding an in- 
surance company. The fact that a 
company was being “ruled against” by 


It could be so arranged that when 
an insurance commissioner ruled upon 
|a matter which was left by implication, 
| or otherwise, to his discretion, the 
|company could appeal to the body 
| above suggested. Of course, the find- 
|ings of this body need not be final. 
| Either side could appeal to the courts. 
| The company, however, would hardly 
| go to the courts, with the ruling of the 
insurance commissioner, sustained by 
the appellate body; neither could the 
insurance commissioner afford to go 
to the courts with his ruling, not sus- 
tained by the appellate body. 

The criticism of this suggestion 
| would be, of course, that an appellate 
council composed of state officers, 
would always side with their fellow 
state officer. This might be true, but 
the fact that an appellate body ex- 
isted would probably have the effect of 
deterring an insurance commissioner 
from making a ruling antagonistic to 
the best interests of a company. Cer- 
tainly, the wise insurance commissioner, 
recognizing his fallibility, would not 
object to this safeguard. 


Commissioners Taking the Lead 


Of course, the third class of insur- 
ance commissioner, he who tries to. 
persuade the companies to make neces- 
sary corrections in their manner of 
procedure, giving them time to work 
out of all their difficulties and urging 
them to conformation with laws and 
better insurance principles, is the man 
who rightly approaches the executive 
of these duties “to be assumed.” It 
is a source of congratulation to the 
life insurance fraternity that the insur- 
ance commissioners themselves have 
taken the lead in bringing about a 
prover viewpoint among themselves. 

The insurance commissioners of the 
United States, through their organiza- 
tion, have also taken great forward 
steps in bringing about a proper ap- 
preciation of the cwmpanies’ view- 
points. They, with a few exceptions, 








have striven to help the weak compa- 
nies out of their difficulties and to as- 
sist the companies to strong, healthy 
growth. 
Uniformity of Laws 

Their greatest efforts have been made 
to get a uniformity of laws in the 
various states. This uniformity of 
laws will inevitably be of value to 
insurance companies; and good work 
has been done along this line. There, 
are, however, many laws for’ valua- 
tions, and laws which affect the de- 
tails of the business, so that the com- 
pany manager must expend consid- 
erable effort to accommodate his com- 
pany methods to this great variety. 

The greatest argument for national 
supervision has been that this would 
eliminate many of these multifarious 
laws, which now burden the company 
manager, whose company is operating 
in several states. 

Seek to Pile Up Income 


The most serious phase of this lack 
of uniformity, however, does not seem 
to have had the thoughtful attention 
of the insurance departments. The in- 
surance departments in some _ states 
seem to be run with the idea of piling 
up for the state in which that insur- 
ance department is located a huge sur- 
plus from insurance taxes and fees. 
Some insurance commissioners point 
with pride to the amount of money 
which is paid to the state through their 
departments. Such insurance depart- 
ments not only pay for their total ex- 
pense of operation, but contribute im- 
mensely to the state. Insurance com- 
panies are willing to bear their right- 
ful proportion of the expense of the 
state in which they operate. They 


should not be required to turn into, 


the state treasury hundreds of thous- 
ands of dollars additional, 


County Taxes Wrong 


Not only does the state, however, 
exact from companies these immense 
sums, but, in some states, every county 
and every municipality looks upon a 











life insurance company as a source 
from which to get revenue. Every 
corporation should pay taxes commen- 
surate with the burden which the 
prosecution of its business lays upon 
the community and the benefits which 
it derives from the community, but 
insurance companies are usually not 
taxed from that standpoint. Rather are 
they taxed from the standpoint “of 
what the business will stand.” In an 
amelioration of this condition each in- 
surance commissioner can very well 
take a part. The state should collect 
all insurance taxes. There is no rea-. 
son why a county should lay a tax 
upon an insurance agent (which means, 
of course, upon the insurance com- 
pany), than it should lay a tax upon 
the tarmer for farming, or a school 
teacher for teaching, or a traveling 
salesman for selling shoes. 


Commissioners on Guard 


The proper province, it seems to 
me, of the insurance commissioner, is 
to recognize the viewpoint of the com- 
panies and cooperate with them in 
their efforts to rid themselves of this 
incubus. The insurance commis- 
sioner is the man who should stand 
between the company and the law- . 
makers. He should be and is supposed 
to be, conversant with the details of 
business and with the burdens just 
mentioned. By pointing out to legis- 
lators the fact that it is the policy- 
holders who eventually pay these bur- 
dens, and that the difficulty is that 
each state is looking at insurance leg- 
islation with an eye single to the finan- 
cial returns to that state, this condition © 
might be considerably helped. 

Supervision, therefore, is what its 
name implies—overseeing. If rightly 
applied, it makes the company man- 
ager, eventually, if not now, appreciate 
the blessings. If wrongly applied, it 
works a real hardship and causes the 
pathway of the company manager to 
be beset with the thorns and the 
thistles of arbitrary and dogmatic rul- 
ings. 
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Views on Competitive Literature 





A. D. Hindman, Vice-President of the American Life of Des Moines, 
Leads Discussion at Executive Session With Analysis of 
Opinions Expressed by Companies and Officials— 

General Sentiment Opposes Comparisons 





discussion of the question of 

competitive literature, A. D. 
Hindman, vice-president of the Ameri- 
can Life of Des Moines, opened the 
discussion. Mr. Hindman had can- 
vassed all the members of the con- 
vention and from the replies found 
that sentiment was generally opposed 
to comparative exhibits. It was held 
that the comparisons are never com- 
plete and that it is almost impossible 
for one to be fair. On the question of 
action to be taken by the convention 
many were in favor of the body go- 
ing on record, but there were different 
views as to how far it should go. 


More Satisfactory Than Formerly 


Mr. Hindman’s paper was as follows: 

While competitive literature is still 
considered of sufficient importance to 
receive attention at this convention, 
I have been pleased with the state- 
ment so frequently expressed by com- 
panies widely separated and represent- 
ing nearly every section of the coun- 
try, to the effect that competitive con- 
ditions are much more satisfactory 
now than formerly. Many of the let- 
ters which I have received refer to the 
increasing disposition of companies 
generally toward fair play and honor- 
able methods. At this time there is 
a spirit of amity and comity among 
company managements which scarcely 
existed ten years ago. 


Insurance Sold, Not Bought 


Similar improvement is noted in the 
conduct of life insurance salesmen, who 
have learned that a “boost” for the 
policies of other companies is far more 
potential in securing new business than 
any amount of “knocking” on a compe- 
titor. More and more we are all learn- 
ing that life insurance is sold, not 
bought, and that the less we have to 
say about other companies the more 
successful we are in the sale of our 
own policies. ; 

Twenty years ago, company compe- 
tition and agency competition were in 
a state of uncompromising hostility. 
Agents were given careful instruction 
in the art of tearing down the business 
of other companies, and the agent who 
was most successful in lapsing the poli- 
cies of competing companies was most 
likely to be held in high esteem by the 
company which employed him. 


Literature Was Often Defamatory 


Much of the literature in those days 
was highly defamatory of other com- 
panies, suggesting frequently that the 
officers of a rival company deserved a 
life sentence in state’s prison for grand 
larceny. Large sums were spent to 
purchase competing agency organiza- 
tions, and the standard of honesty in 
such transactions was whether the gen- 
eral agent and his subagents thus ac- 
quired would stay bought when pur- 
chased. Many of us need no reminder 
of the high pressure methods of those 
days, an era in which volume of busi- 
ness was emphasized rather than qual- 
ity, and during which the business se- 
cured in the last month of the year was 
likely to equal the total business of 
the preceding six months, a perform- 
ance which had to be reenacted the 
following year to keep the lapses from 
exceeding the new business. 


COMPETITION IS NOW ON A 
MORE ETHICAL BASIS 


_The briefest survey of former con- 
ditions cannot fail to satisfy us that the 
administrative and ethical standards of 
the life insurance business are now on 


A T the executive session for the 


a better basis than at any prior time. 
For this consummation, we are largely 
indebted to such organizations as the 
American Life Convention, the Life In- 
surance Presidents Association, the 
National Life Underwriters Associa- 
tion, and the numerous local organi- 
zations of life insurance men. 

Granting, however, that competitive 
conditions are gradually growing bet- 
ter, it is obvious that much can be 
done to improve the present situation. 
There are still occasions when we can 
hardly fail to recognize a spirit of envy 
and discord, which should not exist in 
the life insurance business. 


Not Perfect Yet 
Every company knows that a con- 


siderable portion of its terminated busi- 
ness each year is due to the malicious 
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attacks made by the agents of other 
companies, which is the most_repre- 
hensible form of unfair competition, be- 





cause the company which is assailed 
seldom has any knowledge thereof, 
nor any opportunity for defense until 
the renewal record indicates the par- 
ticular cases upon whom the pirates 
and the twisters in the life insurance 
business have done their work. That 
such instances are becoming less 
numerous is encouraging, but our duty 
will not be done until the company or 
the agent that attempts to tear down 
the business of other companies will 
have no better standing in the life in- 
surance world than piracy has with 
lawful commerce. 


Want Tribe Extinct 


We want to get rid of the “knocker,” 
the “twister,” the “deceiver” and the 
“destroyer” in the life insurance busi- 
ness; we want the day to come speedily 
when his tribe will be extinct, in order 
that the constructive work in which we 
are engaged shall proceed constantly, 
without having to spend a great deal 
of our time in repairing the damage 
done by these unwarranted assaults; a 
time in which we shall always need 
more builders, but in which the wrecker 
andthe destroyer will be regarded as a 
common enemy. 

We shall assume that competitive 





literature includes every kind of uneth- 
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ical competition. We shall further 
assume that no objection has been 
made to legitimate competition, and 
that in all competitive situations it is 
the duty of each company to make the 
best possible showing in its own’ be- 
half. 


No Objection to Pair Competition 


We shall also assume that every 
company in this convention is willing to 
take its chances in fair competition. 
And I am confident that the members 
of this convention properly appreciate 
the value of that commendable desire 
to excel which is our constant incen- 
tive to do something worth while, to 
surpass what others have achieved, to 


evolve something beyond the ordinary, | 


and that there is no just demand for 
the elimination of this spirit from the 
life insurance business. 


*x* * x 


ALL COMPANIES CONSULTED 

ON SUBJECT 

I have solicited the opinions of all 
the companies holding memberships in 
this convention with respect to com- 
petitive literature, and have received 
responses from sixty-four companies. 
The following interrogatories were 
submitted to each company with the 
expectation that the replies would indi- 
cate the majority sentiment on the 
more important aspects of this subject: 


Interrogatories and Answers 


1. In your canvassing literature and 
advertising matter, do you make com- 
parisons with other companies? Fifty- 
two companies reply in the negative, 
eight in the affirmative, and four make 
no declaration. 

2. Would the best interests of the 
life insurance business, in your opinion, 
be furthered if each company presented 
‘its own advantages without referring 
to other companies? Fifty-eight com- 
panies answer in the affirmative, two 
in the negative, and four are in doubt. 

3. Is it desirable, 
that the American Life Convention go 
on record unequivocally against the use 
of all competitive literature? Forty- 
eight companies favor such action, 
eleven are opposed, and five are unde- 
cided. 

Few Flagrant Instances 


4. Can you refer me to any flagrant 
instances of unfair and misleading com- 
petitive literature or advertising, and if 
possible will you kindly forward copies 
of such documents? Eleven companies 
have mentioned instances of unfair 
competition, but in some cases docu- 
mentary proof could not be furnished. 

5. What action, if any, in your opin- 
ion, should be taken by the American 
Life Convention to eradicate the use 
of unfriendly and misleading competi- 
tive literature and advertising? The 
answers to this question are contained 
in the company statements which will 
be presented in this discussion. 


Restraint on Agents 


6. If the American Life Convention 
should take strong ground against 
competitive literature, do you think 
such action would, to any considerable 
extent, restrain life insurance salesmen 
from making unfriendly and unfavor- 
able comparisons with other compa- 
nies? Forty-two companies reply in 
the affirmative, fifteen are of the oppo- 
site opinion, and seven are in doubt. 

7. Do you consider the use of such 
publications as Handy Guide, Flitcraft’s 
Manual, Best’s Reports, Policyholder’s 
Digest and others of similar character 
helpful to the life insurance business? 
Thirty-seven companies endorse these 
publications without qualification, fif- 
teen favor restricting their use to the 
home offices, and twelve do not con- 
sider them specially valuable. Some of 
the a object only to the re- 
ports of A. M. Best, which they allege 
have contained unfair statements. 


Gain and Loss Exhibits 
8. What is your attitude with re- 


spect to agents using gain and loss ex- 
hibits, cost of new business, expense 


in your opinion, . 


and mortality statistics of other com- 
panies in soliciting business? Forty- 
eight companies are opposed to the 
use of all this statistical matter, ten 
think it cannot be avoided under pres- 
ent conditions, and twelve are non- 
committal. 

9. Do you favor the use of the com- 
parative tables and ratios frequently 
published in life insurance journals and 
those contained in standard publica- 
tions? Fifty companies think that the 
use of such matter does more harm 
than good, ten favor its use in a proper 
way, and four express no opinion. 

10. Should any ethical standard re- 
strain us from exposing or publishing 
a fraud where the evidence to establish 
it is conclusive? Fifty-six companies 
answer in the negative, four would 
leave such matters to the insurance de- 
partments, and four express no opin- 


ion. 
*x* * * 


SUGGESTIONS FOR ACTION BY 
THE CONVENTION 


The suggestions of the companies 
which have responded to the inquiry 
as to what action, if any, should be 
taken by this convention to prevent the 
use of unfriendly and misleading com- 
petitive literature and advertising fol- 


ow: 
Home Life & Accident, Ark.—“Bul- 
letin other companies.” 
Scandia—‘“By agreeing that our 


members shall not use it.” 

Peoples Life, Ind.—‘“Let the min- 
utes of the meeting show that the atti- 
tude of the convention is against com- 
petitive literature.” 

Two Republics—‘They should with- 
draw the misleading literature or be 
expelled from the convention.” 

Fort Worth—“Competitive literature 
and advertising should be condemned 
by resolution.” 

State, Ind.—‘Strong 
general terms.” 

Pioneer, N. D.—‘“‘Cooperate with 
other associations in campaign to ad- 
vertise insurance, not companies.” 

Southwestern, Tex.—“Go on record. 
Require the members to quit it and get 
laws passed forbidding its use.” 

Lamar, Miss.—‘Pass strong resolu- 
tions against its use.” 

Meridian—“Pass resolution with em- 
phatic disapproval. and arrange that 
full circumstances of any violation shall, 
through the secretary, be spread 
throughout the membership.” 

American Central—‘Endeavor to cre- 
ate a sentiment against it among off- 
cials and agents.” 

Franklin—‘Think the convention 
should go on record in opposition to 
its use.” ; 

Wisconsin National—“Go on record 


resolution in 





as opposed to it and try to induce other 
life organizations to do the same.” 
Kansas City Life—“‘Talk it over, see 
the bad effects, and if favored by a ma- 
jority, adopt a resolution. Would not 
try to force the proposition too fast.” 
* * * 


Security Mutual, Neb.—“Convention 
should express disapproval at least.” 

Pittsburgh Life—“Simply let it be 
known that the association frowns 
upon it.” 

Michigan Mutual—“Do not believe 
any action will control it.” 

Western, Iowa—“The convention 
should pass a resolution condemning 
such practice.” 

United States Annuity & Life—‘Put 
the members on record as_ being 
against the practice, and secure their 
pledge not to follow it.” 

Dakota Life—‘Drop companies from 
membership.” 

Atlantic Life—“Convention should 
endeavor to stop its use.” 

Preferred—“Strongly condemn the 
practice is about all.” 

* * * 


Ohio State—“Agitate and educate.” 

Minnesota Mutual—‘Convention should 
go on record against it.” 

Oklahoma National—“Think conven- 
tion should go on record, and think 
resolutions should be passed against 
| ad 

Standard Life—“The offending com- 
pany should be called to account by 
the secretary of the convention.” 

Cedar Rapids—“The use of mislead- 
ing competitive literature cannot be 
too strongly condemned.” 

Eauitable, Texas—“‘Opposed to com- 
petitive literature, but suggest con- 
servative action by the convention.” 

Montana Life—‘All we can do is 
to go on record.” 

Amarillo National—“The convention 
in passing strong resolutions will dis- 
courage its use.” 

kk x 


Pan American Life—“Quite sure that 
the members of the American Life 
Convention generally do not look with 
favor on unfriendly competition.” 

Texas Life—‘The offending com- 
pany, if a member of this convention, 
should be expelled.” 

Southland—“Convention should go 
on record as junqualifiedly opposed to 
such practice.” 

North State—“Convention should 
record its opposition to competitive 
literature.” 

LaFayette—“The offending company 
should be given full publicity.” 

Capitol—“Does not favor any action 
by this convention.” 

Northern, Wash.—‘“After two or 





three notices, expel the offending com- 
pany from the convention if cases are 
flagrant.” 

Inter-Southern—“Our action should 
be confined to declaring the practice 
unethical.” 

Security, Chicago—“The convention 
should go on record against it.” 

kok x 


Great Republic—“Think | we should 
endeavor to abolish its use.’ 

Idaho State—‘Pass a by-law permit- 
ting cancellation of the membership of 
any offending member.” 

Guaranty, Iowa—“We favor the 
convention going on record against 
competitive literature.” 

Jefferson Standard—‘No specific ac- 
tion should be taken now, but we 
should endeavor to develop a strong 


_sentiment against competitive litera- 


ture.” 

Continental, Utah—“Affirmative ac- 
tion by the convention should be sup- 
ported by legislative prohibition.” 

German American—‘Suggests the 
adoption of forfeiture bond to be col- 
lected from offending members.” 

Volunteer State—“Exclude from our 
membership any company which is not 
entitled to commendation.” 


Great Northern—“Cancel member- 
ship of offending member.” 
* * * 


Farmers & Bankers—“The use of 
misleading competitive literature should 
result in the forfeiture of membership 
in the convention.” 

Old Line—‘We do not use competi- 
tive literature, and will be pleased to 
see the convention go on record un- 
equivocally against it.” 

Philadelphia—“This appears to be a 
moral question and should be put on a 
high moral plane. When offenders vio- 
late, they should be penalized. If their 
competitive literature is a moral of- 
fense, they should be proclaimed in as 
public a manner as possible.” 

Federal—“By proper discussion and 
by advising our company managers, we 
think good results would be obtained.” 

Reliance—“It would be a step in the 
right direction if the convention would 
use its influence to discourage this class 
of literature.” 

kk Ok 


Western States, Cal_—‘‘We think it 
would be well for the convention to go 
on record as_ protesting strongly 
against the use of misleading and false 
statements in competition.” 

Commonwealth, Neb.—“In conjunc- 
tion with the Presidents association, 
would like to see the American Life 
Convention go on record against com- 
petitive literature.” 

Central States, Mo—‘“Consider af- 




















Assets . 





Surplus to Policy Holders 
Insurance in Force . . 


entral States Life 


Insurance Company 
ST. LOUIS, MISSOURI 


$1,096,095.00 
540,182.00 
9,544,359.00 


JAMES A. McVOY 


Vice-President and 
General Manager 























=e 11+ 











| 














October 4, 1915. AMERICAN LIFE CONVENTION EDITION. 33 





























THE 


MUTUAL LIFE 


INSURANCE COMPANY 
OF NEW YORK 


AY 


ARE you about to take up insurance solic- 


iting as your life work? Then you will want 
a company of proved ability—a company which you can afford to stay with, 
and which you can depend upon always to stay with you. 


A company, the “oldest in America,” whose strength and safety no one does 
or can question, or has ever questioned. 


A company whose name is a household word throughout the land. 


A company which you do not have to introduce, but whose contract held by 
you is your own best introductio.. wherever you go. 


A company whose dividends are large, whose net cost is low, whose policies 
are unsurpassed. 
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paid more than Seventy-five Millions in dividends in the last five years. 


With such a company you can make money, because the people want its 
policies. 
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firmative action by the convention de- 
sirable.” 

Commonwealth, Ky.—“We favor ac- 
tion by the convention.” 

California State—“Think affirmative 
action is desirable.” 

Reserve Loan—‘“Favor action by the 
convention.” 

Peoria—‘Opposed to any action by 
the convention on this subject.” 

Central, Iowa—“Not quite ready to 
say that the American Life Convention 
should take any action, but will say 
that the companies composing the con- 
vention should individually recognize 
the fact that competitive literature is 
a bad business policy, and the insur- 
ance men should discard the use of it 
as much as possible.” 

x oe x 


OFFICIALS GIVE STATEMENTS 
OF VIEWS 


The record of our deliberations on 
this subject would be incomplete if it 
failed to include the following state- 
ments from insurance men who have 
been actively associated with this con- 
vention, and whose views we are al- 
ways glad to learn: 

Charles F. Coffin, vice-president 
State Life of Indiana, offers the fol- 
lowing suggestions: “The American 
Life Convention can, by precept upon 
precept, resolution upon resolution and 
by vigilance in the matter, do a great 
deal to correct the abuses based upon 
the use of competitive literature. Of 
course, detailed methods might be dif- 
ficult to announce, but the general pre- 
cept should be adhered to with vigor. 
In suggesting the topic of competitive 
literature for discussion at the next 
meeting of our convention, I had in 
mind the question of agency hand 
books, dividend schedules, handy 
guides, the Blue Book, and a dozen 
other similar publications. I have long 
since wondered whether the use of such 
publications does not savor pretty thor- 


oughly of indulging in competitive lit- [ 


erature. I think all these questions 
should be gone into, and competitive 
literature should be clearly defined, 
and then its use should be, in my judg- 
ment, thoroughly put under the ban.” 


Exhibit Results in Misrepresentation 


William A. Fricke, vice-president of 
the Great Northern Life of Wausau, 
Wis., and former insurance commis- 
sioner of that state, makes the follow- 
ing observations: “Unscrupulous agents 
could take the Bible and misrepresent 
by its use the merit of a competing 
company. Figures don’t lie, but the 
men who use them often do. I was 
the commissioner who injected the 
gain-and-loss exhibit into the life blank. 
Used in competition, it results in mis- 
representation ninety-nine times out of 
one hundred. The agent who knows 
enough to properly analyze it could 
not find many prospects who could give 
him the necessary time to understand 
1?” 

Restraint on Bad Management 

Ernest Blehl, actuary of the Philadel- 


phia Life, says: “I am not sure that 
the best interests of life insurance 
would be furthered if each company 
were required to present its own ad- 
vantages without referring to other 
companies. That “comparisons are 
odious” is an expression which is not 
always, but very frequently true. The 
fear that bad management and unfair 
policies will be duly advertised by a 
competitor has made many business 


corporations hew somewhat closer to 


the line than they would otherwise. 
If the American Life 
should take strong stand against com- 
petitive literature, it is possible that 
other states would take similar action 
to that taken by South Carolina, the 
laws of which prohibit reference to any 
comparison between companies in ad- 
vertising literature.” 


No Attention to Attacks 


C. B. Svoboda, secretary of the Cedar 
Rapids Life, states: “We do not use, 
and never have used, any competitive 
literature, and have discouraged our 
agents from using it. We have been 
paying very little attention to that kind 
of literature circulated by other com- 
panies. Recently there came to my 
hand a pamphlet circulated by the Ce- 
dar Rapids agent of a Wisconsin com- 
pany. I enclose you a copy of said 
publication herewith.” 


Could Not Compel Observance 


Isaac Miller Hamilton, president of 
the Federal Life, expresses himself in 
the matter of this convention going on 
record against the use of all competi- 
tive literature as follows: “It might 
not be wise to do this unless by unani- 
mous vote of the company members, as 
it is not a matter governed by the con- 
stitution of the convention, and mem- 


| bers could not be compelled to forego 


the use of competitive literature; the 
discharge of the use of such literature 
would be voluntary with each com- 
pany. My observation is that the com- 
panies generally are glad to abide by 
the expressed sentiments of the organi- 
zation with which they are identified, 
when such sentiments manifested are 
in line with improving conditions in 
the business.” 
* * 

COMPARATIVE TABLES ARE 

MOSTLY UNFAIR 


H. G. Scott, vice-president of the Re- 
liance Life, submits the following: 
“All the comparative literature that I 
have ever seen has been more or less 
unfair. No company selects all the 
companies doing business, but chooses 
only those with which its own record 
will compare favorably. I feel that 
more harm is done by insurance publi- 
cations than good, and I fully believe 
they are used more for the purpose of 
competitive literature than for any 
other. I am not in favor of the tables 
published by insurance journals, as 
their means of getting information is 
not accurate enough, and the informa; 
tion is not furnished by all the compa- 
nies on the same basis. Such tables 





Convention | 





frequently show the result of some 
_companies on a written basis and 
others on a_ paid-for basis. 


$ L If the 
American Life Convention had con- 


| clusive evidence of fraud of any com- 


pany among its members and did not 
publish it, I would consider that the 


| convention itself would be placed on a 
| par with the fraudulent company.” 


Applicant Often Disgusted 


E. A. Nelson, president of the Peo- 
ples Life of Chicago, writes: 

“When competitive literature was 
used largely by life insurance compa- 
nies, it was one pitched battle after 
another, and the applicant was often 
disgusted by so many detrimental and 
conflicting statements.” 


Comparisons Are Not Complete 


William L. McPheeters, vice-presi- 
dent and agency manager of the Volun- 
teer State Life, states: “We have 
never seen comparative tables and ra- 
tios that in themselves were conclusive 





as to the merits of any company. To 
the contrary, they are often very mis- 
leading, and only a well grounded stu- 
dent is qualified to judge from same 
or in fairness to use same. Such tables 
and ratios can justly be used only in 
support of complete information of 
every character bearing on the subject. 
We think each of the books mentioned 
are valuable, all of them are published 
by conscientious authorities, and the 
clean companies should have no objec- 
tion to any of them. We should do 
everything possible to eradicate fraud 
from the life insurance business.” 


Agents Should Talk Protection 


Louis St. John Thomas, secretary of 
the Two Republics Life, states: - “I 
fully believe that if insurance compa- 
nies in general would refrain from em- 
ploying men who they know are not 
only unfair, but dishonest, and if they 
would train their agents to talk pro- 
tection instead of making comparisons 
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with other companies, we would all be 
better off.” 


Commissioner Ordered Recall 


O. E. McCartney, president of the 
Oklahoma National Life, referring to 
specific instances of unfair competition, 
states: “The only case that we ever 
had that I recall at the present time 
was a pamphlet put out by a New York 
company, making comparisons, and 
refering to all new companies in a way 
that was intended to injure those of us 
who had been organized within the 
past few years. We took this up with 
the insurance commissioner, and he 
told them that unless the literature was 
called in at once he would revoke their 
license to do business in Oklahoma, 
and they very promptly made amends 
and called in all of it, and apologized 
for having used it. I trust that the 
convention will carefully consider the 
question of competitive literature and 
endeavor to arrive at a conclusion that 
will in the end be beneficial to all.” 

* * x 
CONDITIONS IMPROVED 
DURING LATE YEARS 


W. A. Lindly, president of the Se- 
curity Mutual Life of Nebraska, states: 
“I doubt very much whether any ac- 
tion by the American Life Convention 
will prevent the use of competitive lit- 
erature, but still I shall be in favor 
of the convention going on record in 
regard to the use of it. It will have a 
tendency to discourage it. I have been 
in the business nearly thirty years, and 
I find there is a great deal of difference 
in conditions during that time. I 
think the conditions now are generally 
better. Our worst trouble is with the 
agents of the eastern companies, with 
whom the American Life Convention 
has but little influence. The best busi- 
ness we get is from the moderate pro- 
ducer. It is not only the best, but it is 
by far the cheapest, and if some way 
could be devised to put the high-pres- 
sure man out of business, and if the 
eompanies could be induced to be satis- 
fied with the moderate and well sold 
business, conditions would be vastly 
better.” 

Penalize Officer 


T. W. Vardell, president of the 
Southwestern Life of Dallas, states: “I 
think the use of competitive literature 
is one of the evils of the day, though 
nothing to what it was in days gone 
by, and I think that the American Life 
Convention should obviously, for its 
own sake, as well as for the sake of 
decency in the business, go on record 
against it. My experience is that the 
nearer you make your agents sell their 
policies of life insurance and the less 
they are encouraged to endeavor to 
educate the public, the nearer both the 
agent and the company will come to 
making money. In my opinion, rebat- 
ing, competitive literature and twisting 
business should all be prohibited by 
law, and in my opinion the law should 
Not stop with the guilty agents, but 
should penalize the officer of the com- 
pany permitting it.” 

Publications Are Necessary 


Frederick S. Withington, secretary 
and actuary of the Western States Life, 
States: “I regard the use of the stand- 
ard statistical publications you mention 
as necessary for information regarding 
the practice and rates and condition of 
other companies. But while this infor- 
mation is necessary and desirable in 
order that the companies may be up- 
to-date in every respect, it does not 
necessarily mean that the information 
contained in such publications should 
always be used in competition, even 
though they may be in entire accord- 
ance with the facts. I believe that the 
use of gain-and-loss exhibits, cost of 
new business, expense and mortality 
Statistics of other companies in solicit- 
ing business should be avoided as much 
as possible. These ratios are usually 
misleading, and it is next to impossible 
to make any comparison which can be 
regarded as fair. I think that the 
American Life Convention companies 


should expose and publish instances of 
actual fraud, where the evidence estab- 
lishing such fraud is absolutely conclu- 
Sive.” mae 


ANYTHING LEGITIMATE WITH 
ASSESSMENT CONCERNS 


James P. Sulivan, vice-president and 
agency manager of the Farmers & 
Bankers Life, states: “We make abso- 
lutely no comparison between our poli- 
cies and those of other companies, nor 
between the financial strength of our 
company and other companies, pro- 
vided, of course, they are old line legal 
reserve companies. We feel that any 
method is justifiable in competition 
with assessment concerns. We should 
certainly vote in favor of a resolution 
that the American Life Convention go 
on record unequivocally and exert all 
its influence against the use of all com- 
petitive. literature and advertising of 
any kind whatever.” 


Compare Contracts Only 


J. A. Herndon, general manager of 
the North State Life of North Caro- 
lina, states: “My own plan of work- 
ing life insurance and of training agents 
may not be the most successful plan, 
but I have never knowingly allowed 
one of this company’s agents to use 
competitive literature of any kind or 
character, and I have always given this 
general instruction to them: ‘Compare 
your rates and values and policy con- 
ditions. Give the other fellow all he 
claims, and if you cannot win, hunt for 
another prospect. This plan has 
worked sufficiently well to render it un- 
advisable for me to change it in the 





eight years of my management of this 
agency force.” 


Misuse of Statistics Worst 


Charles W. Helser, superintendent of 
agencies of the Continental Life of Salt 
Lake City, states: “In this state com- 
petitive literature, as published by com- 
panies, has been almost completely 
eliminated by the ruling of the insur- 
ance commissioner, and it will be im- 
possible for me to furnish copies of 
competitive literature without sending 
out to our agency managers in other 
states. The most flagrant example 
which occurs to me now is that being 
published by a Wisconsin company and 
its agents. I recall not very long ago 
seeing a calendar in an office at Boise, 
Idaho, on each one of the twelve sheets 
of which were printed comparisons of 
said company with the policies of other 
companies, and not one of which was 
a fair comparison. Our complaint, 
however, is not so much the use of 
competitive literature as the misuse of 
statistical records, which, in the hands 
of skillful and unprincipled agents, may 
be, and frequently are, dangerous.” 


Use Not Justified 


Ernest W. Spicer, president of the 
American Bankers Life of Chicago, 
states: “It is my contention that a 
life insurance agent is not justified in 
any means of soliciting business except 
that of the endorsement of his own 
company, and if he is not able and if 
his company is not sound enough for 
him to succeed in writing life insur- 
ance without tearing down the business 
of other companies. he should be put 





out of the business in some way by the 
American Life Convention.” 


* * * 


GAIN AND LOSS EXHIBITS 
HELD LEGITIMATE 


G. L. E. Klingbeil, president of the 
German American Life of Omaha, 
states: “Answering your question No. 
8 relative to gain-and-loss exhibits and 
mortality statistics of all companies, 
will say that these are considered by 
this office as legitimate comparisons. 
They disclose the quality of company 
management. Low mortality is evi- 
dence of careful selection of risks. Ex- 
cess gain from interest earnings also 
discloses the ability of the financial de- 
partment of the company. We, how- 
ever, would be willing to discontinue 
the use of such comparisons if all 
classes of competitive literature were 
discontinued. 


Statistical Tables Condemned 


“Concerning comparative tables and 
ratios referred to in question 9, would 
state, that we believe such tables are 
very misleading, proving absolutely 
nothing. A young company, in order 
to establish its agency system, must 
spend more money to bring that branch 
up to the standard of perfection at- 
tained by the older companies than 
is spent by older companies after they 
have established their agency systems. 
The value of expenses incurred, or the 
injuries sustained by the policyholders 
of the company can only be measured 
by results. A company may spend 
considerable money in 1915, laying its 
foundation for a campaign in 1916. To 
make a comparison of the expenses of 
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such company for 1915 with other com- | of such material is unprofessional, un- 
panies that have in previous years made | profitable, and will react against the 


similar expenditures and are now reap- 


lutely nothing to the policyholder. 
The insurance journals publishing com- 
parative tables can be depended upon 
to so construct their tables that they 
willbe eagerly sought by the compa- | 
nies having the largest number of | 
agents.” 


Journals Publish Facts 


Rupert F. Fry, president of the Old 
Line Life, states: “We do not use 
competitive literature, and will be 
pleased to see the American Life Con- 
vention go on record as being un- 
equivocally against the use of all com- 
petitive literature. An agreement 
among the officers of companies hav- 
ing membership in the American Life 
Convention to refrain from supplying 
agents with misleading competitive lit- 
erature and advertising, and if possible, 
appoint a committee with a chairman 
to agree on a series of from three to 
five or six letters on this subject to be 
sent to the field force at different in- 
tervals when literature is forwarded to | 
them, might be advisable. As a mat- 
ter of information, the publications of 
some of the insurance journals are of 
value. The responsible insurance jour- 
nals publish facts, and it is my opinion 
that the majority of companies are 
managed in a manner that would not 
make them afraid of facts. The un- | 
scrupulous insurance journals do not | 
last long, and their publications are 
not used by gentlemen in this busi- 
ness.” 


Not Used in Texas 


| 
| 
} 
| 

A. §S. Doerr, vice-president of the | 
Southland Life of Dallas, states: “The | 
general agency of one of the —, 
companies doing business in Texas | 
used competitive literature and com- | 
parative advertisements for a time, but | 
I believe it was without the sanction of | 
the company, and it has been discon- | 
tinued, so I will say nothing about it. | 
I think, as a general proposition. that | 
the business in Texas is conducted on 
the proper plan. The business of the 
agent is to provide the protection, as | 
furnished by his own company, and 
as for the others, he does not know 
that they exist, unless it is brought to 
his notice. Then he should meet the 
situation if it needs to be met. No 
company, however, should permit its | 
agents to build up its business by tear- | 
ing down the business of others. Nor | 
should gain-and-loss exhibits or sta- 
tistics be used to discredit such other 
companies when the business of such 
companies is being conducted along 
honorable lines.” 


Members Will Abide by Decision 


L. J. Dougherty, secretary and gen- 
eral manager of the Guaranty Life of 
Iowa, states: “If the convention is of 
one mind, that all companies discon- 
tinue the use of unfriendly and mis- 
leading competitive literature, I believe 
that every member will abide by this 
decision, and any member who is not 
willing to abide by the decision thus 
expressed should not be a member of 
the convention. T believe that the pub- 
lications mentioned in your letter, and 
similar publications not mentioned, 
are helpful to life insurance. I am op- 
posed to the use of gain-and-loss ex- 
hibits. The less the public hears about 
this the more satisfied they will be with 
insurance in general. T believe it is the 
duty of all good life insurance men to 
help expose frauds, but great care 
should be taken to be sure that the evi- | 
dence is sufficient to assure that the 
fraud really exists.” 

ee 
GOOD PLAN TO EDUCATE 
THE MEMBERS 


George B. Peak, president of the 
Central Life of Des Moines, states: 
“Concerning question 5, you inquire, 
What should be the action of the 
American Life Convention in regard to 
unfriendly and misleading competitive 
literature and advertising? I would 


company using it. 
ing the benefit therefrom, proves abso- | the 
formulate ironclad rules and become a 
disciplinarian agent for its members, 
but it can do much to educate its mem- 
bers in broader, more liberal and more 


| vigorously. 


I do not believe 


American Life Convention can 


successful methods of business. There 
will not be much trouble with men 





when they think and act along broader 
lines. In regard to the publications 
mentioned, would state, that for a num- 
ber of years we have confined these to 
the office, and have not felt the impor- 
tance of supplying the agents with 
them, and I think our agents have not 
suffered on account of our failure to 
provide them with such publications. 
I believe it is the duty of all good 
citizens to take a strong stand against 
fraud, where the evidence to establish 
it is conclusive. If more good can be 
accomplished by seeing the persons 
who are perpetrating the fraud and 
correcting them than by publishing it 
broadcast, that, of course, should be 
the method.” 


Should Let Policyholders Alone 


J. C. Griffith, secretary and agency 
manager of the American Life of Des 
Moines, states: “I esteem it a privi- 
lege, because of my position, to have 
had an opportunity to read the many 
expressions on the subject of competi- 
tive literature assigned for your ad- 
dress to the 1915 American Life Con- 
vention. It is apparent that there is 
a disposition among company man- 
agers to do the square thing and no 


| doubt such action will be taken by the 


convention as will reduce to a mini- 
mum the practices that have been 
most objectionable. In connection 
with a discussion of this problem, I 
desire to call attention to a phase of 
competition that should be dealt with 
i I refer to the nagging of 
a policyholder after he has his policy. 


| Competition for the application is legit- 


imate, but when the prospect has made 
his decision and has become an ac- 
cepted policyholder, the competition 
that still persists and endeavors to 
create prejudice in the mind of the pol- 
icyholder against the policy and the 
company of his choice, cannot be too 
severely dealt with.” 


Forbids Competitive Circulars 


Sidney A. Foster, secretary of the 
Royal Union Mutual, states: “I must 
confess that the Royal Union was 
driven by attacks to make counter at- 
tacks upon other companies, but in its 
thirty years of experience it has learned 
wisdom the same as other companies. 
At the present time we give instruc- 


tions to agents as follows: ‘The first 
requirement of this company is that its 
agents shall not misrepresent either 
this or any other company or its poli- 
cies. Violation of this instruction will 
be regarded just cause for the cancel- 
lation of your contract.’ Our agents 
are also strictly forbidden to print or 
publish any advertisements, cards or 
circulars of a competitive nature. I 





trust that your efforts may help to still 

further stimulate the ambition for 

higher ethics.” mM 

SPEAKER’S PERSONAL VIEWS 
ARE GIVEN 


My views with respect to the ques- 
tions submitted to the members of the 
convention shall not add much to the 
length of this discussion. 
| The company with which I am asso- 

ciated occasionally has made compari- 
sons with other companies, but we 
challenge any company to show that 
we have ever made an unfair, untruth- 
ful or misleading comparison. Most 
of these comparisons have been of a 
very friendly nature, showing that our 
company was making a growth in busi- 
ness and assets equal to the record 
achieved by other substantial compa- 
nies. 


Prospects Sometimes Ask Information 


All things considered, I am _ con- 
vinced that the best interests of the life 
insurance business would be furthered 
if each company presented its own ad- 
vantages without referring to other 
companies. There are quite a number 
of cases, however, where insurance 
prospects ask for proper information 
about other companies and will not 
place their applications until they have 
it. In such cases it seems necessary 
to furnish such information, but great 
care should be exercised in stating the 
precise facts. 

It is quite desirable in my opinion 
that this convention go on record un- 
equivocally against the use of all un- 
fair, unfriendly and misleading compe- 
titive literature and advertising. 


Hamper Young Companies 


In the sixteen years since I became 
connected with a company manage- 
ment I have witnessed many flagrant 
instances of unfair competition, as 
every insurance man has who has been 
engaged in the business for that length 
of time. I shall not take up your time 
in giving a detailed history of these 
cases, but will say that I know quite 
well from personal experience the diffi- 
culties which every young company 
experiences in establishing its business, 
and how the misrepresentation and 
falsehoods of hostile competition make 








it an almost superhuman task to hold 
the business. 

I think the American Life Conven- 
tion, by appropriate resolutions, should 
declare the use of unfriendly and mis- 
leading competitive literature and ad- 
vertising not only unethical, but in 
controvention of all recognized stand- 
ards of decency and honorable meth- 
ods. I think we should especially in- 
dicate our unalterable opposition to 
competition which persists after the 
insurance has been placed and en- 
deavors to undermine these companies 
by tearing down their business when 
they have no opportunity to make a 
defense. If this kind of competition 
could be eliminated, most of our com- 
petitive troubles would be at an end. 


RESTRAINING INFLUENCE 

WILL BE FOUND 

I am fully convinced that positive 
action by this convention will have a 
great restraining influence with all our 
agents. As a general rule the agent 
reflects the attitude of the home office, 
and when he learns that his company 
wants to be fair and treat all other 
companies courteously he is ready to 
fall in line. 

The standard life insurance publica- 
tions generally are very helpful at the 
home office, and such publications as 
the Handy Guide, Policyholders’ Di- 
gest, and others of similar character 
are often valuable to agents as a source 
of reliable information. All good sales- 
men, however, refrain from confusing 
their prospects with a lot of extraneous 
matter, which most of them are unable 
to understand. 


Topics Should Be Avoided 


Except when inquiry is made by the 
prospect and information demanded, I 
do not think the agent should ever re- 
fer to gain-and-loss exhibits, cost of 
new business, expense and mortality 
statistics of other companies in solicit- 
ing business. The cases in which such 
information will be requested by pros- 
pects are few in number. 

Any ingenious agent is able to show 
by comparative tables and percentage 
tests the weakest company is the 
strongest; the strongest company the 
_weakest; the best company the worst; 
the worst company the best, or any 
other absurdity which may occur to a 
resourceful mind. Such tests are not 
only unfair, but are chiefly useful in 
sustaining the statement frequently 
made, “That figures won’t lie, but liars 
will figure.” In my opinion, it would 
be an excellent thing for the life in- 
surance business if percentages and ra- 
tios could be eliminated entirely. 





The practically unanimous opinion 
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A CREDITABLE RECORD! 
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There Are GOOD REASONS WHY 
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of our membership that no ethical 
standard adopted by this convention 
shall be invoked to protect fraud or be 
permitted to shelter wrongdoing of 
any description meets with my unquali- 
fied approval. The best interests of 
life insurance, the increasing prestige, 
growth and strength which the compa- 
nies comprising our membership con- 
fidently anticipate, imperatively de- 
mand that company administration 
shall be above reproach, and that there 
shall never be any just occasion for 
questioning our integrity. 
* ok x 


WITHDRAWALS ARE OBTAINED 
BY THE SECRETARY 


Knowing that particular instances of 
unfair competition had in times past 
been referred to the secretary of this 
convention and disposed of by him in a 
very satisfactory manner, I requested 
Mr. Blackburn to submit a statement 
of such cases, which information was 
very promptly furnished. 

In September, 1912, a company in 
the state of Washington called Mr. 
Blackburn’s attention to a form of ad- 
vertising used in the northwest by a 
Massachusetts company. This circus 
lar was manifestly objectionable and 
unfair, and questioned the solvency and 
integrity of the companies organized in 
recent. years in contrast with the per- 
manency and virtue of the older and 
larger eastern companies. Mr. Black- 





| 
| 


one entitled “New Companies vs. Old,” 
which was used by a New York com- 
pany in Oklahoma about three years 
ago, and on complaint of the Texas 
companies and others, the insurance 
commissioner of Oklahoma notified the 
New York company that its license 
would be canceled if it did not cease 
to circulate the document in question. 
The company promptly withdrew the 
publication from circulation, and since 


then nothing has appeared in the litera- 


ture or advertising of said company 
about which we could complain. 


Statement by Secretary 


Mr. Blackburn further states: “I re- 
gret to say that some of our own com- 
panies still insist upon issuing competi- 
tive literature, although the practice 
is fast being abandoned. Usually the 
literature is simply a comparison of fig- 
ures showing the company to be su- 
perior to any other company in the 
United States at the same age. Other 
companies advertise that they are the 
strongest and the best and constantly 
use the superlative in their literature.” 

“In this territory quite a good deal 
of literature is sent out from time to 
time attacking assessment organiza- 
tions. All of this seems to me to be a 
waste of powder and an unworthy 
method of advertising. I regard the 
fraternal and assessment companies as 
kindergartens of old line life insurance, 


burn called the attention of the Massa- | and if I had my way I would never per- 


chusetts company to this circular and, 
after much correspondence and many 
tedious delays, succeeded in inducing 
them to withdraw it from circulation. 


Traced to an Agent 


Sometime in the year 1912 Mr. Black- 
burn received a communication from 
Oklahoma, calling his attention to a 
pamphlet which was being circulated 
through the mails by an_ institution 
styling itself the “Investigator Pub- 
lishing Company” of Oakland, Cal. An 
investigation was immediately started 
through one of our companies in Cali- 
fornia, and information was secured to 
the effect that this pamphlet was being 
published by the agent of an Ohio com- 
pany. A letter was sent from Omaha 
direct to Mr. Tyndall, asking for the 
document in somewhat uncertain terms, 
but with sufficient accuracy to indicate 
that the red pamphlet was wanted. 


Secured Withdrawal of Literature 


mit an agent to attempt to switch a 
certificate holder in a fraternal society. 


Switching From Fraternals Dlegal 
“Under the provisions of our law it 


| is quite as much of an offense to seek 


The plan adopted succeeded in iden- | 


tifying the author, 
with the Ohio company, calling their 
attention to the objectionable character 
of the publication and complaining that 
It was being circulated by one of their 
agents. The company acknowledged 
that the agent was the author of the 
pamphlet, stating, however, that he had 
been transferred to El Paso, Tex. After 
he was well located in El Paso, the agent 
issued a circular with a “Comparative 
Statement,” which also contained ob- 
jectionable features, and complaint was 
again made to the Ohio company. A 
lengthy correspondence resulted, but 
the ultimate result was that the ob- 
jectionable matter was withdrawn from 
Circulation, and the company an- 
nounced that it would no longer use 
competitive literature. 


Willing to Enter Agreement 


At a later date Mr. Blackburn’s at- | 


tention was called to a circular which 
was being used in the northwest en- 
titled, “New Companies vs. Old.” ‘This 


circular purported to make a very un- 


: C whereupon Mr. | 
Blackburn immediately communicated | 


favorable showing for the younger | 


companies in the matter of percentage 
ot expenses to total premiums, as com- 
pared with a half dozen of the eastern 
companies. A complaint was filed with 
the company responsible for its publi- 
cation, and they stated that the pam- 
phlet was not being used generally, and 
that they would be very glad to enter 
into an agreement not to use or dis- 
tribute any competitive literature. 


Complaint to Commissioner 


_ Mr. Blackburn also called my atten- 
tion to a pamphlet quite similar to the 











to switch a fraternal policy as an old 


line policy. And I notice in Wiscon- 
sin the antiswitching law was amended 
to make it apply to fraternal deputies. 
I would also call your particular atten- 
tion to section 25 on page 53 of the 
Standard Code provisions agreed upon 
between the Presidents association and 
the American Life Convention, en- 
titled, “Defamation of Rival Compa- 
nies.” Colorado is the only state which 
has thus far enacted this provision, and 
the provision was enacted before we 
agreed upon the Standard Code, and is 
copied almost verbatim from the Colo- 
rado law into the code.” 


* * X 


OTHER INSTANCES OF UNFAIR 
COMPETITION a 


The Guaranty Life of Davenport, 
Iowa, has called my attention to the 
advertisement of an Iowa company 
published in June, 1915. This adver- 
tisement purports to show among other 
things that the company referred to 
will sell a 15-payment life policy for 
about the same premium rate at age 30 
as is charged by twenty-five other 
companies for a 20-payment life policy 
at the same age. The 20-payment life 
rate at age 30 of the Guaranty Life is 
$6.70 less than that of the company 
making the comparison, but a promi- 


| nent paragraph in the advertisement 


states that the Guaranty Life is a stock 
company and pays no dividends, while 


the 15-payment policy advertised is en- 


titled to an annual dividend. 
No Mention of Different Values 


The comparison is extended to show 
the total amount of premiums required 








to mature a policy in each company 
and the percent which the premiums of 
the other companies exceed those of 
the company advertised. There is no 
statement that the advertised company 
is on a 4 percent reserve basis, while 
practically all the others are on a 3% 
percent or 3 percent reserve basis, 
which results in considerably higher 
cash and loan values than a 4 percent 
reserve, and offsetting to a great ex- 
tent the difference in premiums. Nor 
is any allowance made for the fact that 
in the limited payment life policies of 
any company the actual amount paid 
to mature the 15-payment life will be 
less than the 20-payment life, and the 
same rule will apply to the 10-payment 
life, as compared with the 15-payment 
life. 


Necessary Restraint on Agents 


The most prominent feature of this 
advertisement is the name of the local 
agents, which appears in bold type. I 
am personally acquainted with, the offi- 
cers of this company and know them 
to be men of high ideals and honorable 
methods. I am quite sure that they 
would not approve of this advertise- 
ment if their attention was called to it. 
The circumstance, however, emphasizes 
the necessary restraint which every 
company should impose on its agents in 
the matter of publishing advertise- 
ments relating to the company. 

Indictment of Stock Companies 


The Cedar Rapids Life has submitted 
a pamphlet which has been circulated 
by the local agent of a Wisconsin com- 
pany. This pamphlet states that 
“Two more fallen angels have recently 




















Year Ending Premium Income 
June 30 
1907 67,100 
1909 141,543 
1911 201,855 
1913 323,006 
1915 827,112 





The Lincoln Life 


FORT WAYNE, INDIANA 


A study of statistics which records the progress 
of the Company, plainly indicates the real 
life insurance spirit that permeates 


Home Office and Field Forces 
READ THE RECORD OF GROWTH. 
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OUR ATTITUDE TOWARD AGENTS 


g To quite an extent the splendid success of THE LINCOLN LIFE is due to the fact that the officers of the Company 
do not assume the attitude of being the bosses of the agents. 


the agent our fellow man and seek to serve him in a great and wonderful business in which we have a common cause. 
q We help the agent to solve his problems by understanding and sympathizing with him. 
svmoathy,<and no co-operation like the co-operation of the understanding heart. 


The Lincoln National Life 


Insurance Company 


ARTHUR F. HALL, Ist Vice-Pres. and Gen. Mgr. 
WALTER T. SHEPARD, 3rd Vice-Pres. and Manager Agencies 


GOOD TERRITORY OPEN IN INDIANA, OHIO, MICHIGAN 


AND PENNSYLVANIA 


q We have ALL been agents ourselves. 


FRANKLIN B. MEAD, Secretary and Actuary 


q We consider 


q There is no gift equal to 
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gone to the scrap pile, where they be- 
longed before they were born.” One 
section represents the stockholders of 
two defunct old line stock companies 
holding a private meeting, drinking 
champagne and winking at the ruin 
which they have wrought under a sys- 
tem “called life insurance.” The ad- 
vertisement makes a sweeping indict- 
ment of all stock companies, contend- 
ing that they are generally bad and 
untrustworthy, and warning the pub- 
lic to have nothing to do with them. 


Company Would Not Sanction It 


The Metropolitan and Prudential are 
mentioned as two instances where the 
management has become conscience- 
stricken, resulting in the mutualization 
of such companies, and that they will 
spend the rest of their days in atoning 
to some extent for the wrongs which 
they committed on a stock basis. I 
cannot believe that the great company, 
which this agent represents, would, for 
a moment, sanction the matter con- 
tained in this advertisement, nor per- 
mit its use of circulation by an agent 
in their employ if their attention was 
directed to it. 

The most interesting instance of un- 
fair competition was forwarded by the 
vice-president of the Great Northern 
Life of Wausau, Wis. This is a pam- 
phlet which has been circulated by the 
insurance commissioner of Wisconsin, 
elucidating the alleged superiority of 
state insurance over that furnished by 
incorporated companies. In so far as 
it relates to the necessity of life insur- 
ance protection, there is nothing ob- 
jectionable, the arguments used being 
those with which we are familiar. 


Circular of State Fund 


The most prominent feature of the 
advertisement, however, is the follow- 
ing statement taken verbatim from one 
page: “How state life insurance dif- 
fers from other life insurance and re- 
duces the cost. The life fund employs 
no agent to solicit. It receives applica- 
tions by mail or in person at the office 
of the commissioner of insurance at 
Madison from residents of the state of 
Wisconsin. Thus it saves one large 
item of expense, namely, commissions 
to agents. The average commission 
paid by companies to secure $1,000 of 
insurance is nearly $40. No expenses 
are incurred for home office rent or for 
branch offices. Large salaries of offi- 
cers and managers are eliminated. 
These savings make possible insurance 
at cost. Dividends are returned to 
policyholders each year.” 


Alleged Cost Exceeds Preminm 


I should like to know on what au- 
thority the Wisconsin commissioner 
bases his statement that the average 
commission paid by companies to se- 
cure each $1,000 insurance is nearly $40. 
My best information always has been 
that the average annual premium in all 
companies transacting a purely non- 
participating business is approximately 
$30 per $1,000 insurance, and the aver- 
age annual premium of the participat- 





ing companies is about $35 per $1,000 
insurance. I do not doubt that there 
are instances in the experience of every 
company when the cost of business in 
some particular locality, owing to un- 
favorable conditions, may approximate 
the amount stated in this circular, or 
perhaps exceed it. 


Wo Support for Statement 


But I have never seen an annual re- 
port published by any insurance com- 
missioner, nor statistics furnished by 
any reputable concern which supports 
the statement that the average cost of 
securing business by incorporated com- 
panies is nearly $40 per $1,000, a sum 
which would be nearly 35 percent in 
excess of the first year’s gross pre- 
mium on nonparticipating business. It 
is not in my province to discuss state 
insurance here, but the circular sub- 
mitted by Mr. Fricke suggests at least 
that before this question is finally set- 
tled it may be necessary to hold a con- 
ference with some of our insurance 
commissioners. If legislation should be 
enacted, as in South Carolina, it might 
be necessary for the preamble to con- 
tain a declaration that the state re- 
serves a monopoly of competitive liter- 
ature for its own use. 

* * * 


GENERAL SUMMARY ON WHOLE 
QUESTION 


In the briefest space possible I have 
endeavored to state the attitude of our 
companies on this question, my per- 
sonal views, and the instances of unfair 
competition, which have been sub- 
mitted. My conception of this subject 
has been that we should secure the 
fullest expression possible from our 
membership. It is quite obvious that 
unless there is a very strong sentiment 
in the convention in favor of abolish- 
ing competitive literature it were bet- 
ter that we give our time to other mat- 
ters upon which we are more fully 
agreed. But when fifty-two companies 
out of sixty-four state that they have 
abandoned competitive literature er- 
tirely, and fifty-eight companies out of 
sixty-four are convinced that the best 
interests of the life insurance business 
would be furthered if each company 
presented its own advantages without 
referring to other companies; when 
three-fourths of all the opinions sub- 
mitted indicate that this convention, 
as an organized body, should go on rec- 
ord against the use of unfriendly and 
unfavorable comparisons and mislead- 
ing literature and advertising, it seems 
very opportune indeed for the conven- 
tion to suport a.movement which has 
already made wonderful progress with- 
out any concerted action. I think 
whatever action we take should be 
brought to the attention of all other 
associations similar to ours, requesting 
them to cooperate with us in the move- 
ment to suppress unfair competition. 


Forget the Past 
I have refrained from mentioning 


the name of any company which has 
been charged with unfair competition, 


because it seemed to me that our con- 
sideration here should be limited to the 
general aspects of the question, en- 
tirely unconnected with what any com- 
pany may have done prior to this meet- 
ing. In other words, our deliberations 
here should be impersonal, indicating 
our willingness to forget the past, and 
inviting all companies everywhere to 
join with us in eliminating the most 
annoying, unworthy and unethical fea- 
tures of the life insurance business. 


Million New Prospects a Year 


In my judgment, cooperation to a 
large extent should supplant competi- 
tion in the life insurance business. If 
we have the true insurance spirit, it is 
our desire that all who can obtain it 
shall have adequate insurance protec- 
tion. Each of us quite naturally pre- 
fers that the business be placed in his 
own company, but if sincere in believ- 
‘ing that all should have life insurance, 
the success obtained by other compa- 
nies is gratifying and creates no envi- 
ous spirit. And then, we should bear 
in mind that ours is a business of un- 
limited possibilities. Every year brings 
to the front about one million young 
men who have become eligible for life 
insurance policies, and if this business 
is taken care of as it should be it will 
require the combined efforts of all the 
companies now in existence and those 
which may be organized hereafter. 


Plenty of Prospects 


There are anywhere from three mil- 
lion to five million men in the United 
States between the ages of 21 and 45, 
who are able to carry old line life insur- 
ance, and have none. If we should all 
get busy and go after this business, as 
becomes our duty and opportunity, 
there will be ample elbow room, and 
we shall not have any time to spare in 
burdening our prospects with com- 
parative tables, gain-and-loss exhibits 
or defamatory literature of any descrip- 
tion. And as we work together in the 
true cooperative spirit, I am quite sure 
we shall find that it is always easier to 
educate an insurance patron for more 
insurance than to displace his present 
policy with one of our own. 

* * * 


OLD POLICYHOLDERS GOOD 
RECRUITING STATIONS 


In 1913, the Northwestern Mutual of 
Milwaukee, which wrote a very large vol- 
ume of business in Iowa, reported that 
40 percent of its new business was in- 
creases in the insurance of former pa- 
trons. For some reason, most of our 
companies have acted as though noth- 
ing more could be expected from the 
insured under a small policy; while the 
fact is, that every such policy should 
be a recruiting station for more insur- 
ance. 

In recent years, service rather than 
profits has been the controlling prin- 
ciple in the life insurance business. 
The policy contracts at this time are 
fairer and more liberal in their terms 
than ever before. It will hardly be 





possible in future to show a few poli- 


cies which have matured with ex- 
traordinary settlements, but more equi- 
table treatment will have been extended 
to all patrons. 


Problems That Wequire Attention 


Other matters which will require 
more attention in future than hereto- 
fore are sociological problems, such as 
health conservation, life extension, 
public welfare, better conditions for 
those who live in large cities, medical 
and surgical facilities for patrons with- 
out financial means, and others which 
will arise along the broad humanitarian 
lines which are already clearly fore- 
shadowed for the future. In this great 
work it will doubtless prove most ex- 
pedient and opportune that the com- 
panies which exist in any particular 
section shall assume the major share of 
responsibility for the work in such 
communities. These are matters which 
will require the most cordial coopera- 
tion of all the companies and which, 
when consummated, will be quite as 
valuable in teaching our people how to 
live as the insurance protection which 
we are able to provide for their de- 
pendents. 


Precept From Lincoln 


Cooperation will be helpful in secur- 
ing the repeal or modification of un- 
wise legislation, helpful in securing 
good legislation, helpful in securing a 
larger volume of business for every 
company, helpful in making every com- 
pany’s business more permanent and 
thereby reducing the gigantic waste 
which is now apparent in the business. 

In thinking about this subject I have 
been frequently reminded of an address 
made by Abraham Lincoln in 1864 to 
a delegation of workingmen, wherein 
he states: “That some should be rich 
shows that others may become rich, 
and hence is just encouragement to in- 
dustry and enterprise. Let not him 
who is homeless pull down the home 
of another, but let him work diligently 
and build one for himself, thus by ex- 
ample assuring that his own shall be 
safe from violence when built.” The 
adoption of the thought contained in 
this classic by all life insurance compa- 
nies would afford a complete solution 
of this question. 


Attention of Other Bodies 


In conclusion, I desire to thank all 
who have so kindly assisted in the 
presentation of this subject. The inter- 
est manifested by our companies gen- 
erally has indicated a sincere desire to 
place competitive conditions on a more 
satisfactory basis. I earnestly hope 
that this convention, the World’s In- 
surance Congress which follows it, and 
the Presidents association, which a 
short time hence will hold its annual 
session, may all’ give such attentive 
and intelligent consideration to this 
subject as will result in the main- 
tenance of an ethical standard worthy 
of a business which, above all others, 
fosters and guards the sacred interests 
of the home. 




















LOW NET COST INSURANCE —That is the slogan today for agents and policyholders 


The Forest City Life Insurance Co. 


ROCKFORD, ILLINOIS 


has caught the spirit of the times. 


Annual dividends, moderate rates, good values, 
excellent guarantees. 


It issues policies that have an appealing force 
to the public. 


No spots on its shield. 


Experienced management — Low ex pense— 
Sound methods. 


Agents will find satisfaction in working with 
such an institution. 


It works with its agents. 
For terms and territory address Home Office. 
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By Way of Comparison 


Reliance Life Insurance Company 


Against the Field 


A MOST REMARKABLE SHOWING 


According to the Life Insurance Policy Holders’ Pocket Index for 1915, published by 
the Spectator Company of New York (an authority on Life Insurance), 226 American 
Life Insurance Companies were doing business in the United States in 1914. 


Capital Stock, 

Assets, 

Cash Income, | 
Disbursements, 


JS urplus, 


New Applications, 


New Business, 


Insurance in Force, 


Insurance Gained, 
Age, 


Facts, 


Only 11 other Life Insurance Companies have as much 
fully paid capital stock as THE RELIANCE LIFE. 
THE RELIANCE LIFE has more admitted assets than 


182 other companies. 


THE RELIANCE LIFE’S cash income in 1914 was 


greater than 182 other companies. 


THE RELIANCE LIFE'S disbursements in 1914 to 
policyholders was greater than 177 other companies. 

THE RELIANCE LIFE has more surplus than 196 other 
companies, and in proportion to its Assets and Liabilities 
has more surplus than any other American Life Insurance 
Company. 

THE RELIANCE LIFE paid for more new applications 
than 200 other companies. 

THE RELIANCE LIFE paid for more new business in 
1914 than 198 other companies. 

THE RELIANCE LIFE has more insurance in force 
than 189 other companies. 

THE RELIANCE LIFE gained more insurance in force 
in 1914 than 202 other companies. 


THERELIANCELIF Eis only 12 years old,andmany of the 
companies used in these comparisons are over 2 years old. 

THE RELIANCE LIFE is a militant force in American 
Life Insurance, and is a strong, aggressive, progressive and 
honestly managed Life Insurance Company, and worthy 
of the confidence of the public. 


The above should make every fair-minded man want a RELIANCE LIFE POLICY 
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URGES UNIFORMITY 
OF ASSIGNMENT LAW 


No Other Provision of Life Insur- 
ance Policy Is So 
Unsettled 


COURTS ARE DISAGREED 


Otto Irving Wise Discusses Legal 
Aspects and Rights of Parties 
to Contract 


The need of uniformity of laws re- 
garding the assignment of life insur- 
ance policies was urged in a paper 
read before the convention by Otto 
Irving Wise, vice-president and gen- 
eral counsel of the Western States 
Life. The paper included a discussion 
of the legal aspect of such assignments, 
and analysis of the interests of the 
various parties to the contract, and the 
effect cf failure to notify the home 
office of the insurer of an assignment. 
He said: 

“The conflict of authority on the 
question of assignment of life insur- 
ance policies is one of the most strik- 
ing and forceful arguments in favor 
of a uniformity of American laws. 
Perhaps no other question involving 
the construction of a provision in a 
policy of life insurance remains today 
so unsettled. It will be the purpose 
of this paper to set forth the prevail- 
ing authorities on the more important 
and vital problems arising from the as- 
signment of life insurance policies. 


Policy a Contract 


“A policy of life insurance, being a 
contract, is, therefore, a mere chose 
in action. It becomes necessary first, 
to analyze the exact interests, rights 
and responsibilities not only of the 
parties to the contract, but also of those 
parties who, by operation of law, have 
a vested or expectant interest therein. 
These parties are: (1) The insurer; 
(2) the insured; (3) the beneficiary; 
(4) creditors of the insured; (5) the 
assignee of the insured; (6) the as- 
signee of the beneficiary.” 

The common law, Mr. Wise said, did 
not recognize an assignee, but . with 
the development and extensive use of 
commercial paper, it became necessary 
to provide for its negotiation, and there 
followed the recognition of a stranger 
to a contract to assert an acquired 
right. In some jurisdictions, however, 
it is prohibited. He continued: 


Right of Beneficiary 


“The first important problem which 
presetits itself to us concerns the re- 
spective rights of those interested in 
a policy. Only by that means can we 
determine in whom the right of as- 
signment lies. It is now definitely 
settled that where a policy, in which 
the right of revocation is not reserved 
to the insured, is taken by a person 
and is made payable to a third person, 
the latter immediately takes a vested 
interest in both the policy and the 
money to become due under it. In other 
words, from the time the policy is in 
force and effect, the entire beneficial 
interest in it and in its proceeds is 
vested in the beneficiary. An irrevoca- 
ble trust is created and the beneficiary 
takes an absolute title, indefeasible by 
an assignment by the insured. This 
rule extends so far as to make it im- 
material whether the insvred or. the 
beneficiary pays the premium. Im- 
portant exceptions to this rule still 
exist in some states.” 

Limitations to the right of assign- 
ment, Mr. Wise said, included: As- 
signment in fraud of creditors; assign- 
ment by fraud or duress, perpetrated 
upon the insured or his beneficiaries 
and in some states, assignment to 


‘a person having no recognized interest 
in the insured. 


Power of Assignment 


Being interested for the most part 
in the question in whom the right of 
assignment lies, however, the speaker 
proceeded to discuss the proper for- 
malities to make it binding. Continu- 
ing, he said: 

“As has been stated, it is now the 
established rule, with exceptions, that 
where a policy does not expressly re- 
sserve to the insured the right of re- 
vocation, a vested and inalienable in- 
terest attaches, immediately upon the 
issuance of the policy, to the benefi- 
ciary. It may, therefore, be stated 
as a rule of law that in such case the 
insured cannot assign nor _ transfer 
such policy, nor any interest therein, 
without the consent of the beneficiary. 
The power of the insured over the 
policy does not extend beyond the 
right to allow it to be canceled. 


Where Right Is Reserved 


“It is equally well established that 
where the right of revocation is re- 
served by express provision, the benefi- 
ciary and his assigns are bound by 
such provision and have acquired no 
right which the insured cannot arbi- 
trarily and without consideration and 
without notice dispose of. In every 
state in which this question has been 
considered, the courts have uniformly 
held this to be the rule; except, of 
course, where by statute one without an 
insurable interest cannot acquire a 
beneficial interest.” 

Somewhat of a complexity arises in 
case a policy is made payable to a sec- 


|.ond beneficiary in event of the prior 


death of the first named, the speaker 
said. In such instances the second 
beneficiary may have at least an ex- 
pectant interest, and must be considered 
in an assignment. 

Insured Controls Endowments 


In the case of endowment policies, 
Mr. Wise declared that in his opinion 
the insured cannot confer upon his 
assignee an absolute right in the pol- 
icy. In case of the death of the in- 
sured prior to the maturity of the 
contract, the assignee can take noth- 
ing. The only assignment the in- 
sured could make in such case would 








be his interest in the event he lived 
to the maturity of the contract. On 
the other hand, the survival of the 
insured would destroy the rights of 
a beneficiary, and nullify any assign- 


| ment by a beneficiary. 


_ Where policies are made payable to 
“personal representatives” or the 
estate of the insured, the speaker said, 
it 1s pretty generally held that the in- 








OTTO IRVING WISE, San Francisco 
Counsel Western States Life 





sured has full control of the policy and 
may make an absolute assignment. In 
case the policy designates “heirs” as 
beneficiaries, however, despite the well 
known theory that no person is an 
heir of a living person, the courts have 
held that a vested right immediately 
attaches to those who may be proved 
to be such heirs ultimately, or who 
may reasonably expect to share in the 
distribution of an estate. 


Formal Assignment 


Regarding the formality of assign- 
ment, Mr. Wise said: ‘In most states 
it has been held that no more formal 
requisites to the assignment of a policy 
of life insurance are necessary than 
those which obtain with regard to the 
conveyance of any other chose in ac- 
tion. Authorities differ as to the neces- 
sity for the actual or manual delivery 
of a policy at the time of its assign- 
ment. The modern tendency of the 
law is to make manual delivery an un- 
necessary element to the complete as- 
signment of a policy, provided that the 
assignor parts with all present and fu- 
ture control over the policy.” 

Referring to the notice to the insurer, 
provision for which is made in all mod- 
ern life contracts, Mr. Wise declared 
that various courts have placed almost 
as many constructions upon the legal 
effect of a failure to serve the notice. 

Object to Protect Insurer 


“The main object sought to be at- 
tained” he said “is to prevent payment, 


on maturity of the policy by death 
or by limitation according to its terms, 
to both the original beneficiary and the 
party claiming the proceeds under an 
assignment, not theretofore communi- 
cated to the insurer. This danger is 
‘also present when the insured, pursuant 
to the right of revocation reserved 
in the policy, has made another de- 
signation of beneficiary, but without 
notice to or assent by the insurer. 
' “The weight of authority, however, 
seems to turn upon the ever present 
snotion that such provision is purely 
for the benefit of the insurer and that 
in each case consideration of the spe- 
cial facts must be given in order to ar- 
rive at a conclusion and determina- 
tion.” . : 
Various complications are liable to 
arise through 4 failure to serve notice, 
many of which have to be threshed out 
in court, the speaker said. By far the 
best plan is to conform to the provi- 
sion and serve the proper notice. 
Conluding he said: 


Notice Should Be Given 


“The weight of authority permits us 
to declare the following: Payment by 
the insurer to the beneficiary prior to 
receipt of notice of an assignment ab- 
solves the insurer from further obliga- 
tion; where, however, notice of assign- 
ment is given to the insurer prior to 
the payment of its obligation under 
the terms of the policy, the failure to 
have given such notice of assignment 
at the time of its execution and the 
failure to have consented thereto, will 
not exonerate the insurer, but he is 
then left to the unpleasant remedy of 
interpleader. Notice of assignment prior 
to payment by the insurer to the bene- 
ficiary named in a policy is sufficient 
notice to put the insurer on inquiry, 
and it will not be permitted to ignore 
the assignment, though the provisions 
of the policy with regard thereto have 
not been observed.” 





GOLF TOURNAMENT 


In the golf tournament Tuesday and 
Wednesday Henry Abels, of the Frank- 
lin Life carried off the California com- 
panies’ trophy in the first flight and 
Bernard }W. Ford, treasurer of the 
West Coast-San Francisco Life, the 
Hotel Del Monte trophy for runner-up, 
first flight. The Shreve & Co, trophy 
for the qualifying round was’ won by 
T. W. Vardell, president of the South- 
western Life. In the last stand of 
the “also rans,” otherwise the bogey 
handicap, Arthur F. Hall, general man- 
ager of the Lincoln National, was the 
bright particular star and won the tro- 
phy given by the California companies. 
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RECENT LEGISLATION 
WAS QUITE FAVORABLE 


Forty-four Regular and Eight Spe- 
cial Sessions Passed no 


Radical Measures 
REVIEW OF THE LAST YEAR 


Secretary Thomas W. Blackburn Tells 
of Important Changes 
in Laws 


A brief resume of the more impor- 
tant legislation passed during the last 
year, was presented to the legal sec- 
tion of the convention by Thomas W. 
Blackburn, secretary of the American 
Life Convention. There was no start- 
ling legislation, he declared, although 
some states made somewhat radical 
changes in modifying legislation for- 
merly passed. The resume covers the 
work of forty-four legislatures in regu- 
lar sessions and eight special sessions. 
His paper follows: 


There were forty-four legislatures in 
regular sessions within the last year. 
There were eight special sessions dur- 
the same period. My office bulletined 
446 bills affecting life and accident in- 
surance. Of this number 90 were en- 
acted into law. In my report, made 
July 12, 1915, and forwarded in printed 
form to all the members of the Amer- 
ican Life Convention, I discussed the 
legislation proposed and adopted at 
some length. Consequently anything 
I may say at this’ time regarding new 
legislation is likely to be by way of 
repetition of what -has already been 


laid before the members of the Amer- 
ican Life Convention in printed form. 


No Radical Legislation 


There was no very radical legisla- 
tion. Aside from laws enacted in 
Michigan, Wisconsin and Florida, the 
proceedings in the legislatures would 
hardly be considered significant or 
even important. 

In Arizona and Wyoming laws were 
passed providing that licenses to so- 
licit insurance shall be issued only to 
residents, making the usual provision 
applying to fire insurance agents apply 
likewise to life insurance agents. 
Washington is the only other state at 
‘the present time which has a resident 
agency law, though bills were pro- 
posed along this line in Idaho, Ore- 
‘gon and South Carolina. In Wash- 
ington the resident agent law was 
amended so that “license may be 
(granted to a nonresident special agent 
‘authorizing such agent to work with 
and assist local agents in this state 
‘in writing business, but in all such case¢ 
the local agent is to retain the full 
commission,’ ; 


Qualifications Bills Pass 


Agents’ qualifications bills were in- 
‘troduced in a number of states, but 
-were adopted only in Colorado, Con- 
necticut, Maine, Michigan, Minnesota 
and Washington. The most far reach- 
ing provision of the law relating to 
the management by the department of 
agents is contained in the act passed in 
Michigan. 

In Alabama, California, Connecticut, 
Delaware, Massachusetts, Virginia, 
West Virginia and Wisconsin mate- 
rial changes were made in the pro- 
visions for taxation. It is not neces- 
sary to remark that there was no 
downward revision. 


Florida to the Front 


Florida enacted more new insurance 
laws than any other state in the Union: 
This was due to the fact that up to 
the date of the meeting of the present 








legislature, Florida had almost no laws 
regulating insurance. Briefly, the bills 
enacted in Florida covered the follow- 
ing: 
The state treasurer was made ex- 
officio insurance commissioner and 
authorized to institute proceedings 
against and liquidate delinquent insur- 
ance companies. 

Domestic insurance companies were 
forbidden to sell stock at a greater dis- 
count than 10 percent of its par value 
within two years from the date of fil- 
ing charter. 


BRedraft Control Bill 


Two sections of the statute relat- 
ing to the organization, management, 
control and operation of insurance 
companies and their agents were re- 
pealed and redrafted retaining the 
the same section numbers and giving 
to the state treasurer as ex-officio in- 
surance commissioner additional powers 
of supervision. 

Hitherto Florida has had a board of 
insurance commissioners. This is elim- 
inated and the state treasurer, as ex- 
officio insurance commissioner, as- 
sumes all the duties. 


Powers Vested in Commissioner 


A section is included in the new law 
providing for service of process upon 
the state treasurer in addition to serv- 
ice upon any agent or representative, 
and another giving him authority to 
revoke licenses for violation of law, if 
condition of company is unsound, its 
capital is impaired or its assets do 
not equal its liabilities. Thirty days 
notice of the intention to revoke and 
a hearing to show cause are requiredy 


Twisting Law Passed 


An act prohibiting rebating, mis- 
representation and twisting was passed. 

Another act applying to domestic 
stock insurance companies prohibits 
them from paying dividends in cash 
or stock except from undivided profits 
and from paying dividends when the 
capital stock is impaired, or when the 





making of a dividend would impair 
the capital stock. 

An act was also passed authorizing 
domestic companies to reduce their 
capital, when the capital is impaired 
and providing the method of procedure 
for such reduction. 


Amends Insurance Code 


Idaho amended her insurance code 
in several important particulars, It 
authorizes a review by any court of 
competent jurisdiction of an order 
made by the commissioner refusing a 
company the privilege of writing a 
form of policy in the state. The stand- 
ard provision regarding grace and in- 
terest charge was changed to authorize 
a grace of either one month or thirty- 
one days and the interest charge not 
in excess of 6 percent. 

The second subsection of the stand- 
ard provision adds to the incontesta- 
ble provision the words “any except 
for violation of the conditions of the 
policy relating to military or naval 
service in time of war.” 


May Defer Making Loans 


A section is also incorporated in the 
standard provisions giving the com- 
pany the right to defer payments of 
cash values or the making of a loan for 
ninety days. 

Mutual companies are forbidden to 
write nonparticipating business, but 
joint stock life insurance companies 
are now authorized to write both par- 
ticipating and nonparticipating policies. 

It is made a misdemeanor for any 
person to solicit or aid in soliciting 
business or any agent to do business 
of any kind in the state without a 
license. 

Two matters were legislated upon 
in Iowa. One extends the right to 
make medical examinations to all per- 
sons who are duly licensed in this 
state to practice the art to cure or heal 
by any method whatsoever.” 


Change Investment Section 
The other change was in the invest- 
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standing policy contracts. 


Absolute Security! 
Liberal Policy Contract! 
Lowest Possible Cost! 


In 1915, the regular dividends being credited by the Mutual Benefit Life Insurance Company on premium- 
| paying Life and Endowment policies are very substantially increased over those credited on similar policies in 1914. 
This is the third increase in the Mutual Benefit’s dividend scale during the past six years. 
| three Special Dividends aggregating $2,403,000 have been declared since 1909. 
| The several increases in the Mutual Benefit’s dividend scale and the declaration of special dividends have 
| followed the establishment of contingency reserves computed upon a mathematical basis, which, in the light of past 
| experience, are amply sufficient to protect the Mutual Benefit against those contingencies to which all life insurance 
| 


r leaflet— 


The first concern of the Mutual Benefit Life Insurance Company has been the absolute security of its out- 
Secondly, it has endeavored to liberalize its policy contracts to the fullest possible extent, 
and thirdly, to furnish insurance thereunder at the lowest possible cost. 
The Mutual Benefit confidently presents its claims to the patronage of the insuring public upon the above 
record, which is unique in the history of life insurance. 
The 1915 Dividend Increase is another evidence of the leadership of 
THE MUTUAL BENEFIT LIFE INSURANCE COMPANY, OF NEWARK, N. J. 


Old members as well as new are benefited. Fully one-quarter ‘of the Company’s large new business is on 
the lives of those already insured with the Mutual Benefit. 


“To the Seekers for Success.” 


The Mutual Benefit Life Insurance Co. 


Fred’k Frelinghuysen, President 


ALWAYS PURELY MUTUAL 
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ment provision. Hereafter, insurance 
on real estate improvements must be 
at least equal to the excess of the 
loan above one half of the value of 
the ground exclusive of the improve- 
ments. Prior to the enactment of this 
amendment the law required the in- 
surance to be at least double the ex- 
cess of the loan. 

There was an amendatory act passed 
by the Iowa legislature, which has 
the peculiar effect of authorizing the 
reorganization of fraternal beneficiary 
societies into assessment asociations, 
and by this indirect method any frater- 
nal organization, writing life or acci- 
dent insurance, can reorganize as a 
legal reserve company. 

Provide Code Commissions 


New York and Oregon provided code 
commissions to report extensive re- 
visions for the next sessions of their 
legislatures and the legislature of Mich- 
igan passed a law providing for the 
codification and rearrangement of the 
insurance laws of the state by the at- 
torney-general to be presented at the 
next session of the legislature. 

In Minnesota the investment provi- 
sion of the law was modified to au- 
thorize investments in national or state 
bank stock, but eliminating certificates 
of indebtedness. There was also an 
entire new section which makes promis- 
sory notes, maturing within six months, 
secured by registered terminal ware- 
house receipts, issued against grain de- 
posited in terminal warehouses an ac- 
ceptable form of securities, when the 
amount so invested does not exceed 
25 percent of the capital stock of the 
company. I think this is the first bill 
of the kind to become a law. 

' Drastic License Law 


Minnesota has been long on penalty 
sections. All offenses specified in the 
law were defined as gross disdemean- 
ers. The legislature at the last ses- 
sion changed this, making the first of- 





fense a misdemeanor and subsequent 
offenses gross misdemeanors. 

A new Minnesota law relating to in- 
surance agents and brokers and the 
penalty for violation thereof contain 
twenty sections, giving the commis- 
sioner very wide discretion in the li- 
censing of agents and revoking of li- 
censes and is quite drastic in its gen- 
eral terms. 

One other change in the law of 
Minnesota is quite unusual, and gives 
the insurance commissioner authority 
not only to examine into the affairs of 
the companies doing business in that 
state, “but to appraise the assets.” I 
think no other code in the Union con- 
tains such a provision. 


Penalize Deferred Payments 


Nevada, which has hitherto been 
without much insurance law, enacted 
one bill containing twelve sections 
which follows in general the lead of 
other states, but it gives to the com- 
missioner authority to revoke or sus- 
pend the license of any insurance com- 
pany that refuses, neglects or fails to 
settle a valid claim within sixty days 
after final judgment. 

A retaliatory law passed by New 
Hampshire, marks a distinct new line 
of action, and is worthy of attention 
particularly because the act was passed 
in New England. 

Amortization bills were passed in 
Connecticut, Pennsylvania and Wis- 
consin. 

South Carolina was very mild in its 
legislation during the past season. 
The principal bill affecting life in- 
surance, was one which makes the 
offer to make or the making of real 
estate or collateral loans as a part 
of the proposition for insurance no vio- 
lation of the antirebate law. 

Washington Makes Changes 


Washington amended its elaborate 
code in quite a number of important 
particulars. Hitherto legal service of 
process upon a nonresident insurance 
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Assets over $6,000,000 





C. C. Taylor, Secretary 
Julian Price, Vice President and Agency Manager 


Life Insurance Company 
GREENSBORO, N. C. 


Work With a 1916 Model 


The Jefferson Standard is typical of the best that 
has come from the south in life insurance. It has 
demonstrated the fact that the section in which 
it operates has the real life insurance stuff in it. 
The company has kept up-to-date, its policies are 
liberal, its agency contracts are equitable and 
modern. The management of the company is 
vested in men of life underwriting experience who 
sense the needs of the field before the field ex- 


Every man at the home office of the Jefferson 
Standard is a friend and a boosting one of every 
man who carries a rate book for the company. 
There is that harmonious relationship that is 


Operating in Alabama, Arkansas, District of 
Columbia, Florida, Georgia, the Carolinas, Ten- 
nessee, Texas and Virginia. 


Capital $350,000 


Insurance in force $43,458,384 


Chas. W. Gold, Treasurer 
J. P. Turner, Medical Director 


Standard 


Surplus over $1,000,000 

















company could be made upon any 
duly licensed agent within the state. 
Under the new law, legal service upon 
a nonresident corporation must be up- 
on the commissioner. Under the for- 
mer law, there was some doubt as to 
whether or not a strict construction 
of the provision relating to the deposit 
of securities would not require foreign 
companies to deposit funds and se- 
curities equal in amount and value to 
the minimum cash capital required for 
admission to the state. This law was 
changed so that it is made perfectly 
clear that it does not apply to foreign 
companies. 


Authorizes Nonresidents 


Washingon has been a very stiff state 
on resident agents. The law . was 
amended at the last session of the 
legislature, however, as already indi- 
cated, to enable a nonresident special 
agent to solicit with a resident, but 
not on commission. The law was 
amended also to authorize the commis- 
sioner to use a prescribed form for ap- 
plication for license and added powers 
were given the commissioner in the 
matter of issuing and revoking licenses. 

new section, worthy of special 
consideration, is known as Section 45A, 


‘and provides for a hearing in case the 


commissioner is determined to revoke 
a license already issued or refuses to 
renew a license or refuses to issue a 
new license. The law requires the 
commissioner to give the holder or 
applicant not less than fifteen days 
notice, designating a time and place 
for hearing and giving the applicant 
the right of appeal with supersedeas 
bonds, 

Here also a slight amendment was 
made to the law requiring medical ex- 
aminations and regularly commissioned 
surgeons of the United States Army 
or Navy are qualified to make exam- 
inations. 


Wisconsin Changes Radical 


The changes in Wisconsin were very 
numerous and radical. In view of the 
attitude on insurance matters which 
has prevailed in Wisconsin for so 
many years, it is probably worth while 
to make a somewhat extensive re- 
view of the legislation in that state. 

Amortization of bonds and other se- 
curities was provided for. 

The salary limitation law, which 
prescribed a limit of $25,000 per year 
for officers’ salaries, was amended by 
adding the words “unless in each case 
such greater sum shall be fixed by 
the unanimous vote of the board of 
trustees at any regular meeting 
thereof.” 

Blue Sky Amendment 


The Blue Sky provision, as far as 


‘it applies to promotion and sale of 


stock in life insurance companies, was 
amended to make the sum available 
for promotion and sale of stock not 
to exceed 15 percent of the amount 
actually paid upon separate subscrip- 
tions. The legislature of Wisconsin 
opened the way for the return of twen- 
ty-three companies, which withdrew 
from the state in 1907, by amending 
the: provisions which were distasteful 
to the companies and caused them to 
leave. 
Permit Merit Awards 


Provision is made now in Wiscon- 
sin for contests or competition among 
agents, but the token awarded must 
be of small intrinsic value, “given not 
as compensation, but as a bona fide 
recognition of merit.” The value of no 
token shall be greater than $10, and 
the total amount expended in any 
competition or contest is to be shown 
in the annual statement. There is a 
provision that conditional renewal 
commissions may depend upon the 
efficiency of the service of the agent, 
or upon the amount and quality of the 
business renewed, but there it is pro- 
vided that “in no case shall the aggre- 
gate sum so paid in any year exceed 
the expense limitations imposed by 
law,” and the plan for the payment of 
any such renewal commission or other 
compensation after the first insurance 
year, as far as it applies to the state 





STATUS OF BENEFICIARY 
EXPLAINED BY M’KISICK 


Who May Become Beneficiary of a 
Life Policy and Rights 
Thereto 


CITATIONS OF MANY CASES 


Review of Holding of Courts in Com- 
plicated Situations and Discus- 
sion of Assignment 


A discussion of the rights of the ben- 
eficiary of a life insurance policy, and 
numerous citations from court decisions 
regarding such rights, was included in 
the paper read before the legal section 
of the convention by R. T. McKisick, 
general counsel of the California State 
Life. The paper was a detailed study 
of the status of beneficiaries. 

Mr. McKisick said: 

“Tn response to the invitation of our 
chairman, I have endeavored to prepare 
for our mutual benefit this paper deal- 
ing with the status of the beneficiary 
in policies of life insurance, considered 
with reference (a) to the company; 
(b) to the insured, and (c) to the as- 
signee of the insured. 


Is a Big Subject 


“The field of case law touching upon 
these questions has grown to vast pro- 
portions; the decisions are innumerable 
and in many cases so conflicting that it 
is obviously quite impracticable to at- 
tempt, in a paper of reasonable length, 
to go beyond a consideration of the 
more important principles involved in 
these relationships as exemplified and 
applied by our courts of last resort in 
decisions both new and old. 


Two Classes Beneficiaries 


“The beneficiary of an insurance pol- 
icy may be defined as the person to 
whom the proceeds are made payable 
by the terms of the contract. Generally 
speaking, there are two classes of bene- 
ficiary: First, the insured or his per- 
sonal representatives; and, second, 
some person ‘or persons other than the 
insured. The latter class may be sub- 
divided along three broad lines of 
cleavage, as follows: First, the in- 
sured, or the one procuring and main- 
taining the contract; second, one whom 
the insured for a valuable consideration 
has designated as beneficiary, and third, 
one whose nomination as beneficiary is 
due to the bounty of the insured. 


Authorities Do Not Agree 


“The authorities are not in harmony 
upon the question whether or not at 
common law the beneficiary was re- 
quired to have an insurable interest in 
the life of the insured as an essential 
element of a valid policy. The ques- 
tion was definitely set at rest, how- 
ever, in the English speaking world by 
the adoption of the statute of 14 George 
III. (1774), which, whether it techni- 
cally applied to the colonies or not, 
has been, in its general principles, fol- 
lowed and adopted in more or less mod- 
ified form in practically all of our juris- 
dictions. This statute is one of the 
most important ever enacted in respect 








of Wisconsin, must first be filed with 
the commissioner of insurance. 


Includes Fraternals 


The antitwisting section of the law 
was made to apply to fraternal 
depuiies. 

By the substitution of six words for 
about five lines an existing statute was 
changed, as a result of splendid work 
by the young companies of the state. 
by the terms of which their big com- 
petitor is saved. $100 annually in taxes 
and the younger companies are relieved 
of a heavy tax burden. 
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to this branch of life insurance. Despite 
the minor variations in the wording of 
the laws of the several states, they em- 
body the fundamental doctrine enunci- 
ated in the statute.” 


What Is Insurable Interest? 


Continuing the discussion of insur- 
able interest, the speaker quoted the 
California statute which provides that 
every person has an insurable interest 
in himself, any person on whom he de- 
pends, any person under a legal obliga- 
tion to him, and any person upon whose 
life any estate or interest vested in 
him depends. Quoting from the same 
statute he shows that a life policy may 
be assigned or transferred to any per- 
son, regardless of interest. 

Continuing, he said: 


Assignee Different Relation 


“The assignee of a policy of insur- 
ance stands in a relation to the insured 
totally different from that of the bene- 
ficiary, and may, by valid assignment, 
acquire an indefeasible interest in a 
policy wherein the law prohibits him 
to be named as beneficiary. This dis- 
tinction appears frequently to have been 
overlooked, with the result of bringing 
about a state of difficulty and confu- 
sion in the law wherein it is very easy 
to go astray. And even this rule is 
subject to qualifications and limita- 
tions.” 

Who May Be Beneficiaries 


Speaking of who may become bene- 
ficiaries, the speaker said that until 
comparatively recently it has been a 
vexed and debatable question whether 
or nct a wife could be named as bene- 
ficiary at all. New York passed a law, 
the first of its kind, providing that a 
wife may be such beneficiary, the law 
having been passed in 1840. 

_In the modern policy, he said, the 
rights of the beneficiary may become 
vested, either absolutely or condition- 
ally; may be contingent upon the hap- 
pening of some condition precedent, or 
may be mere expectancies or possibili- 
ties of the benefits to be received. 

He added: 


Has a Vested Interest 


“Where the policy is made payable 
unconditionally to a named beneficiary, 
with no right retained by the insured 
to change the beneficiary, it is settled 
law, except in Wisconsin, that sich 
named beneficiary takes a vested inter- 
est, Over which the insured has no con- 
trol. Nor has he any interest therein 
of which he can avail himself without 
the consent of the beneficiary, nor upon 
his death have his personal representa- 
tives, or his creditors, any interest in 
the proceeds of such contracts. 

May Pay Premiums 


“Under such forms of contract the 
right of the beneficiary can be divested 
only by a failure upon the part of the 
insured to comply with the conditions 
of the policy upon his part to be per- 
formed, and even then should his de- 
fault consist of a failure to pay the 
Premiums as they become due the bene- 
ficiary has an undoubted right to pay 
these premiums and keep the policy in 
force,.and this is true even when the 
beneficiary is such only as a voluntary 
assignee. But he is not entitled to no- 
tice of the time when the premium 
becomes due, unless the insured is him- 
self entitled to such notice. 

Are Extreme Cases 


“A few of the cases have carried to 
an extreme the doctrine that the vested 
right of the beneficiary cannot be di- 
vested by any act of the insured or 
of the insured and the insurer acting 
together, with the result of inflicting 
upon the insurers heavy, and in some 
instances unwarranted, losses.” 


A Different Conclusion 


Citing an illustration of an extreme 
case the speaker quoted from a famous 
California suit in which a. man paid 
for a policy with a note given for six 
months, at the end of which time he 
was unable to pay the note, and sur- 
rendered his policy. At his death, two 





years after the policy was issued, his 
widow brought suit to recover the face 
amount, regardless of the fact that no 
premiums had been paid. The court 
awarded judgment on the ground that 
the insurance company fulfilled a con- 
tract in making delivery of the policy, 
and subsequently failed to make the 
necessary notification of premiums due, 
the New York law, taking away from 
a company the power to cancel a con- 
tract until such notification had been 
made. The vested right of the bene- 
ficiary was held to be absolute. 


A Different Conclusion 


Several years later, however, the 
United States circuit court of appeals 
reached a very different conclusion from 
that of the California court. In that 
case, however, the insured attempted to 
pay his premium with a note, which 
the local agent refused to accept. The 
court held, notices having been given, 
that the contract was abandoned and 
therefore of no effect. 

Another case about the same time 
was decided against the beneficiary 
where the insured refused to restore a 
policy after it had lapsed, and’ who 
died about two years after the default 
in payment of premiums. Various 
other cases of similar nature were 
cited. 

Is Local Application 


Shortly afterward the United States 
supreme court handed down a deci- 
sion with reference to the New York 
law, holding that the law only was ap- 
plicable to policies held in the state of 
New York, and that the legislature had 
made no attempt to make the law 
binding, even upon New York compa- 








nies, on policies held outside of the 
state. ‘ ba Sie of 5 
Regarding the Wisconsin attitude, 
Mr. McKisick said: 
Wisconsin Attitude 


“As previously. noted, Wisconsin has 
from the beginning been a solitary ex- 
ception to the rule that the vested 
rights of the beneficiary cannot be di- 
vested by any act of the insured or of 
the insured and insurer together, At 
a very early date the doctrine was 
established in that state that one who 
insures his own life for the benefit of 
another, and pays the premiums him- 
self may, at any time, dispose of the 
policy, or will it away without the con- 
sent of the beneficiary. This rule re- 
mained unaltered until 1891, when it 
was changed by a statute which pro- 
vided that any such policy either as- 
signed to or made payable to a mar- 
ried woman or to a trustee for her ben- 
efit should be the sole and separate 
property of such married woman, free 
from the control, disposition or claims 
of her husband. The act further speci- 
fied that its provisions should apply te 
all insurance on lives effected before its 
passage.” 


Residence of No Moment 


Matters of interest attach to several 
cases decided by the Wisconsin su- 
preme court, the speaker said, in that 
the court insisted that the Wisconsin 
doctrine attached to and followed the 
policy regardless of the domicile of 
the parties. In a case in which the in- 
sured was a resident of Missouri, and 
an’ assignee of the policy was a resi- 
dent of South Dakota the court held 


the assignment to be valid, and re- 
versed a judgment in favor of the di- 
vorced wife, named as beneficiary, the 
assignment being held valid and bind- 
ing. The court held that the policy, 
issued before the passage of the statute 
of 1891, was the sole property of the 
insured, and remained for his disposal 
at his pleasure. 


Paid Same Policy Twice 


A unique case in which two judg- 
ments were entered against a life com- 
pany, and in which the California su- 
preme court laid down the rule that 
evidence showing the payment of a 
former judgment in the case is no de- 
fense in an action, also is cited. The 
insured, whose policy named his wife 
as beneficiary, was divorced through 
an action brought by his guardian 
after he had become incompetent, by 
the Hawaiian court. The case was not 
contested, and nothing was said about 
the disposition of property, but the 
Hawaiian law provided the husband 
may hold his wife’s estate where a di- 
vorce is secured on the ground of 
adultery, which was charged. Later the 
California court held that the ex-wife 
was not subject to the Hawaiian juris- 
diction, and entered judgment against 
the company in favor of the benefi- 
ciary named. 

Mr. McKisick continued: 


Divorced Wife May Recover 


“Tt may be accepted as settled law, 
the Wisconsin rule to the contrary not- 
withstanding, that where a wife is 
named as beneficiary and the husband 
does not thereafter, if allowed by the 
policy contract, substitute a new bene- 

| ficiary, or if the policy is not other- 























A Long Felt Want 


Wage earners who carry accident and health policies need more than protection 
against illness and accidental death. They also need and should have protection 
against death from any cause. 
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The FEDERAL’S Wage Earners’ Policies with 
| life supplement solve the problem—the great FOUR- 

IN-ONE policies that give protection that protects— 
policies that pay the funeral expenses and doctor’s 
bills, whether killed by accident or whether death is 
the result of the ravages of disease. THE FEDERAL 
LIFE issues policies embodying the above features for 
the small sum of $1.15 per month. 


FOR ILLUSTRATION: Suppose a housewife’s 
husband, age 40, a painter or polisher, working in the 
furniture factory, or in any similar occupation under 
the same classification, should be taken suddenly ill, 
unable to work, his wages immediately cut off. Would 
it not ease her mind and his to know that while totally 
disabled he would receive $40.00 per month, after the 
first week, for an outlay of only $1.15 per month? 
Would it not help him toa more speedy recovery when 
he realized that he was protected while disabled? For 
a little larger premium the FEDERAL will pay for 
the first full week of illness. 
was. accidentally killed. Would it not be a relief to 
know that the insurance company would pay FIVE 
HUNDRED DOLLARS ($500) in cash as soon as 
completed and satisfactory proofs were filed with the 
Company? And suppose still further, that after a 
prolonged illness he should die, would not the natural 
death benefit of ONE HUNDRED DOLLARS ($100) 
in addition to the monthly indemnities for sickness, 


dees | help to keep the wolf from the door? Of course it 
COMPANY’S BUILDING 3 would. 


The FEDERAL LIFE INSURANCE COMPANY, Chicago, ISAAC MILLER. HAMILTON, 
President, CHAS. S. RANNELLS, Secretary. with over $3,000,000 of admitted assets, $22,000,000 of 
high grade life insurance in force, about $100,000 Accident and Health premiums annually, operating 
in its sixteenth official year, has some excellent territory available for reliable men wanting to make 
this business their life work. If interested write us. This may be opportunity knocking at your door. 


Suppose further that he 
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wise disposed of by the decree, she 
is entitled to the proceeds of the pol- 
icy despite the fact that the parties are 
divorced subsequent to the issuance of 
the policy. Such is the holding in 
Kansas, wherein the court has collected 
and cites a large number of cases from 
various jurisdictions sustaining the 
rule as stated. 


‘Where Beneficiary Dies First 


“The law is still very much unsettled, 
however, as to consequences following 
upon the death of a named beneficiary 
prior to that of the insured. The courts 
have taken two distinct and wholly ir- 
reconcilabie views as to the effect of 
such death. In the majority of those 
states, which hold that an irrevocable 
interest vests in the beneficiary upon 
the issurance of the policy, it is found 
as a logical sequence that the interest 
thus acquired is to be treated and dis- 
posed of at the beneficiary’s death like 
the residue of her personal estate. The 
proceeds of the policy when collected 
go to the beneficiary’s personal repre- 
sentatives in case the estate is adminis- 
tered; otherwise to the heirs, or in case 
of a will, to the devisees, particularly if 
the policy is made payable to the “exe- 
cutors, administrators and assigns” of 
the beneficiary, as well as to the lat- 
ter himself. It vests absolute title 
which passes at death to the parties 
thus named, and where these words 
were used, the insured, who held the 
policy, and had paid all the premiums, 
was compelled to surrender it to the 
deceased beneficiary’s administrator. 
Even where the interest of the benefi- 
ciary is held to be revocable, it passes 
to the personal representative unless 
the right of revocation, is especially 
exercised. 


Intention Must Be Carried Out 


“In other jurisdictions, however, it 
is held that the intention of the parties 
to the contract must be carried out as 
far as possible. Since the insured can- 
not have intended to make a provision, 
at the cost of the annual premiums 
paid by him, for the personal repre- 
sentatives or distributees of the bene- 
ficiary, who may have no claim upon 
his bounty or interest in his life, they 
hold that the right vested in the bene- 
ficiary reverts to the insured as a lapsed 
trust, thus enabling him to select an- 
other object for his bounty, or, in 
case no new such appointment be 
made, allowing the benefit of the in- 
surance to pass to the estate of the 
insured, 

“The cases cannot be reconciled and 
no general rule can be stated. Each 
policy must be construed according 
to its terms as affected by the law 
controlling the construction of the 
contract. Modern policy forms usually 
contain clear and explicit provisions 
as to the disposition of the proceeds 
in the event of the death of the bene- 
ficiary before the insured. Even here, 
extraordinary conditions may arise 
which make difficult the determina- 
tion of the correct disposition of the 
proceeds.” 

Peculiar Missouri Case 

A peculiar case in which the same 
court awarded the proceeds of two 
policies in a different manner is cited 
from Missouri. The insured carried 
an accident policy, which provided for 
the payment of the proceeds to his 
daughter “if living.” He also carried 
a benefit certificate in a fraternal or- 
der, also payable to his daughter. 
Both perished in a shipwreck. In the 
first case the court held, in a trial of 
the case between the heirs of the in- 
sured and those of his daughter, that 
in the absence of proof that the daugh- 
ter did not outlive her father, the 
benefits were paid to her heirs. In 
the other case, however, inasmuch as 
the Missouri court does not recognize 
a vested right of a beneficiary in such 
certificates, the court took an opposite 
view. Neither party being able to 
to prove which survived the other, 
the awards were made as indicated. 

Interest of Assignee 

Regarding the matter of assignment 





to a person who has no insurable in- 
terest, Mr. McKisick declared, it is ap- 
parent that, by making a policy pay- 


able to himself, the insured may im- | 


mediately upon receipt of it assign 
it by valid transfer to some person not 
a creditor, who may have no possible 
interest in his life. An assignment, in 
some jurisdictions, may not even be 
written, a policy assigned to a bank 
by merely being deposited to secure a 
debt, being held as a valid assignment 
in Missouri. 
He continues: 


Passes Legal Title 


“A valid assignment passes the legal 
title to the assignee, who may sue in 
his own name upon the policy and 
exercise any other rights given there- 
under, and when such assignment is 


made to secure the payment of 
a debt the assignee is entitled to 
collect the policy and retain the 


amount of his debt from the pro- 
ceeds of payment, together with any 
subsequent advances he may have been 
obliged to make for the protection of 
the policy. And in a recently decided 
case the California supreme court has 
gone squarely on record as holding 
that the pledgee is entitled to retain 
the policy and collect the money even 
though the debt has become barred by 
the statute of limitations. The court, 
in effect, concluded that it is a poor rule 
that does not work both ways, and that 
the right of the beneficiary to recover 
the policy from the pledgee accrued 
at the time of the first renewal or ex- 
tension of time of payment on the 
original note, such extension being 
given without her consent, and that 
by allowing the assignee to hold the 
policy during the full period prescribed 
by the statute of limitations and there- 
after until the time of the death of 
the insured, without bringing any such 
action, her right thereto is barred.” 


Effect of Bankruptcy 


Relative to the effect of the bank- 
ruptcy act upon life insurance policies, 
Mr. McKisick declared it is generally 
held that only the cash surrender 
value of policies may be held, and that 
where death occurs between the filing 
of a petition in bankruptcy and the 
final discharge, if a policy is loaned to 
its full cash surrender value, the trus- 
tee cannot collect. anything from the 
beneficiary. 

An interesting case will some time 
come up, the speaker believes, wherein 
the exact status of a wife will be de- 
termined where some other person is 
named as beneficiary and the policy 
is paid for out of community earnings, 
or where right to revoke or change a 
beneficiary is held by the insured, and 


such change is made even though the 
wife is interested in the policy. 


System of Community 


Mr. McKisick concluded: ; 

“The system of the community in 
California, Louisiana and Texas was 
inherited from Spain or Mexico, and 
simply continued with such changes 
as were deemed desirable. It was 
adopted in Washington, Nevada, Idaho 
and Arizona. The systems are not 
exactly alike, but are substantially so 
in their essential features. Under our 
rules all property of either spouse, 
owned before marriage, and that ac- 
quired afterward by gift, bequeath, de- 
vise, or descent, with the rents, is- 
sues and profits thereof, is the separate 
property of such spouse, and either 
may, without the consent of the other, 
convey such separate property. With 
some minor exceptions, not essential 
for the purposes of this discussion, all 
other property acquired after marriage 
by either husband or wife, or both, 
is community property. The husband. 
has the management and control of 
the community property, with the like 
absolute power of disposition, other 
than testamentary, as he has of his 
separate property; provided, however, 
that he cannot make a gift of such com- 
munity property, or convey the same 
without a valuable consideration, un- 
less the wife, in writing, consents 
thereto. And in the event of the dis- 
solution of the marriage by the judg- 
ment rendered in an action for divorce 
wherein no disposition is made of the 
community property, it is settled law 
that the husband and wife thereupon be- 
come tenants in common of the com- 
munity. Under the laws which now 
regulate and govern actions for di- 
vorce in California provision is made 
for the entry of an interlocutory de- 
cree at the conclusion of the trial. 


Fixes Relative Rights 


“This decree ascertains and fixes the 
relative rights of the parties to such 
matters as are adjudicated in the suit, 
but cannot become final until the ex- 
piration of at least one year following 
the date of its entry. Meanwhile, the 
legal status of the parties is not af- 
fected by the entry of the interlocutory 
decree. They are still husband and 
wife, and property acquired by either 
during the interim preceding the en- 
try of the final decree is community 
property, in which the other is en- 
titled to share as a tenant in common, 
and the trend of our decisions plainly 
indicate that when the point is squarely 
presented to the supreme court, it will 
hold that any gift by the husband of 
community property acquired subse- 





quent to March 30, 1891, made without 











ISAAC MILLER HAMILTON, Chicago 
President Federal Life 





the consent of the wife and in deroga- 
tion of her interest is void.” 








Hamilton’s Response 














Responding to the address of wel- 
come, President Isaac Miller Hamil- 
ton of the Federal Life in course of 
remarks, paid this tribute to the Amer- 
ican Life Convention: 

“With no improper motives, seeking 
no unfair advantages for its members, 
striving always to advance all legiti- 
mate legal reserve life insurance in- 
terests, everywhere, it numbers in its 
membership a hundred well known 
and established companies, domiciled 
in thirty-three different states of our 
Union. They are managed by men 
admittedly able, experienced, tried and 
true. They hold in trust the vast sum 
of $250,000,000, protecting to the ex- 
tent of $2,000,000,000 of life insurance, 
2,000,000 provident American homes 
and families, scattered throughout the 
length and breadth of this great nation 
of ours. These homes represent the 
best there is in American citizenship; 
they are guarded and guided by loving, 
self-sacrificing fathers and mothers 
who realize fully that in no other way, 
so well as by life insurance, can the 
future welfare of their loved ones be 
made absolutely secure.” 
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Wray A. Lindly, Assistant Secretary. 


THE SECURITY MUTUAL LIFE INSURANCE COMPANY 


LINCOLN, NEB. 


A Fine Gain the First Half of 1915 


E CLOSED THE FIRST SIX MONTHS OF THIS 
YEAR WITH A SUBSTANTIAL GAIN IN SUBMIT- 
TED BUSINESS OVER the WHOLE YEAR of 1914. 


THERE ARE REASONS—unexcelled policy contracts, clean business methods, service to 
policy holders and beneficiaries, efficient agents, percentage of Assets to Liabilities over the average. 


Investments in first farm mortgages. 


Reliable men wanted. If you are not now a life insurance man we can equip you in the proper 
manner to make a real insurance man of yourself. 


Territory open in Nebraska, South Dakota. Iowa, Missouri and Kansas. 


Home Office, Lincoln, Nebr. 
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CHORN IS OPPONENT OF CUNNINGHAM DISCUSSES 
NATIONAL SUPERVISION PAPER ON LEGISLATION 


Missouri Insurance Superintendent 
Strong in His Views on 
the Subject 














Former Insurance Commissioner, 
Now Manager, Has Trouble 
With Own Rulings 








STATE CONTROL IS BEST TELLS OF HIS EXPERIENCE 








In Talk Before American Life Con- 
vention, the Speaker Said Most 
Commissioners Are Honest 


Several States Have Petty Laws Dis- 
criminating Against and Annoying 
Life Companies 








Opening the discussion of “Supervi- 
sion,” Walter K. Chorn, insurance su- 
perintendent of Missouri, read a paper 
defending supervision and advocating 
that by state rather than federal gov- 
ernment. “By supervision,” he said, 
“is meant that exercise of power on 


(BY STAFF CORRESPONDENT) 


Del Monte, Cal., Sept. 30—H. R. 
Cunningham, vice-president and gen- 
eral manager of the Montana Life, 
who was to open the discussion of Mr. 
Keesling’s paper on “Petty Legisla- 





‘ ‘ tion,” was introduced as one whom Mont. 
part of the state, which restricts the ‘WwW. EK. CHORN, Jefferson City, Mo. people of his state are talking about xq. B. a wdc te ; 
actions of individuals or things.” He Superintendent Missouri Department for governor. He spoke extempora- Vieo-Pzeat 

urged not more, but better, laws in su- 





pervision. Referring to the similarity 
and differences between banks and 
trust companies and life companies, he 





: i in substance: y 
authority to bring a i — pin Se sh of Mr. Keesling’s | surance is not a graft. The way to in- 
federal judge has appointed. a receiver | statements. His paper is the perfect Ser cantonal retaben Gilet teats 
said nobody would argue that super- re a Missouri fraternal. If a state | work of a high-grade lawyer. While I Te Wel anen ten Rene held down legis- 
vision of banks should be relaxed. | law is made void where will the prac- | was insurance commissioner for seven lation. 

Hence a life company by reason of|tice stop? “This ruling,” said the | years, my life insurance me ye Serious Annoyances 
the closer trust relationship between | speaker, “leaves helpless practically all | aside from that in ali aansenall ae In entering my company in several 
it and the individual, and by the ex-| fraternal societies of this country | tion and some field work several ye 


4 : : A * “ inst serious an- 
tension of its obligations into the dis- | against threats and blackmail, and if | ago, is nil. Hence, it would be ab- | states I have run aga 
tant future, should not have any relaxa- 























i i i i i i legislation. A | noyances. Washington has a ruling 
sted in, ultimate ruin will result. | surd for me to discuss } ; 
tion of supervision le oe law of a sovereign state im-| question that confronts us is how to that notes given for —, _ 
Infl sio mune?” prove to the legislators that life in- | bear interest at six percent. ot to 
uence of the Commissioners : 


Departments, the public and the 
companies themselves demand that life 
companies be solvent and _ cleanly 
managed. How can this best be 
brought about? The states have su- 
pervised companies for fifty years. The 
laws are fairly uniform. Legislation is 
largely the result of the recommenda- 
tion of the Insurance Commissioners 
Conventions. At least half of the effi- IFE INSI JIRANCE 
cient supervision depends on depart- The 
mental ruling. The commissioners 


are bringing about uniformity of rul- 


ngs, they suse “uniform blanks, and COMPANY of Frankfort, Indiana, has 














ficiency. : 1 
“Most commissioners are honest and its home office almost in the center of the Hoosier 
one out of fifty. "Examinations are State and in the heart of the richest and choicest 
t t tates, - e 
venting the home state from. showing art of Indiana. Its Home Office management and 
oe if it _ so inclined. Poli- p ; S e ‘ fi i] f d ql 
dg > plans mirror its environment. It is well fed, we 
nist have the i better oF ards nourished, well grounded, well planned. Its man- 
t ; 
tralized control cannot. If one com. agement expenses are low, its policy contracts are 
alk gam, Mame the cee dete — di t amply cared for 
. n a e 
supercadens official and ee wine sys- up to t € minute an Its agen S are Pp y 
tem is polluted. Federal supervision | ]j 


shows nothing to compare with the 
Structure state supervision has built. 


bag og soem — fled emg said It seeks the best men to talk its policies to the best 

o be tort ears behind the _ times. 

One Ciigue Might Contre people. It has over $130,000.00 surplus to pol- 
Why were the banking laws not 


change? A disteh-of¢ guiir to Ga icyholders. It has assets of over One-Half Million, 
street, which feared that loss of its 


control, prevented. It had usurped au- 


and insurance in force of almost $8,000,000.00. 
thority under an antiquated law. Ad- 


polleyholders gf mutuals contra The It is truly the Peoples Company. It is noted for 
: tt , ‘ ° 

cists. s0e able: $s putpeinies thane its fair treatment of agents and policyholders. It 
selves in office. In view of supreme : 

court decisions a federal supervision 


law. woul be sesceum@upebaml has nothing to hide. When you talk to people 


Fear About Federal Judges 


“iene. ¢ Seats Wk Chane, you need the PEOPLES LIFE of Frankfort, Ind. 


an effort on part of federal judges to 
undertake to assume jurisdiction and 
control, and by building up precedents, 
entrench themselves until the mass of 
Prevailing opinion is over-ruled.” The 
speaker quoted the law of Missouri 
providing for winding up fraternals 
and giving the attorney-general alone 
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charge interest=or to “charge.a lower 
rate is held a»rebate: I see no reason 
why a life insurance company should 
not be treated like any other. 

The Texas commissioner of banking 
and insurance has taken a position 
against the desirability of premium 
notes for assets of banks. My note for 
a premium is as good as if given for a 
piano or for borrowed money. To 
show how things spread, the publisher 
of a banking’ paper in my state recently 
asked my assistance in preparing a pa- 
per on the Texas commissioner’s opin- 
ion, as our bank examiner was much 
impressed with his views. I told the 
publisher that he and the bank exam- 
iner had better leave that subject alone. 


North Dakota Law 


North Dakota has a law requiring the 
publication of a synopsis of.the com- 
pany’s statement in each judicial dis- 
trict in which the company writes busi- 
ness. To get three agents who wrote 
about $45,000 last year, our company 
had to pay $27.50 for publication in 
each of three districts. I figure this 
will cost $1.50 a thousand written 
after we get the state developed. 

_I believe the time of vicious legisla- 
tion on insurance is passing. Insurance 
is getting better understood and legis- 
lators are learning that it is not neces- 
sary to get behind a bill atmed at com- 
panies in order to get popular approval. 


Cure for Trouble 


One cure for this trouble will lie in 
the great number of young life com- 
panies. They can take care of legis- 
lation in their own states. 

With other organizations they can 
safeguard people against the enactment 
of reckless laws. Most companies is- 
sue excellent company papers. Through 
these they can show their policyholders 
that they are being taxed, and create 
proper public sentiment. I have run 
for office for twenty-five years and I 
tell you when that is done, you do not 
have to watch the other man. He 
always wants to go back, 

Faces Own Rulings 

Mr. Cunningham admitted that as 
manager he had had much difficulty 
in complying with his own rulings as 
commissioner, and could not see now 
why he made them, although he did so 
with honest intention. He does not 
much fear departmental rulings. The 
legislature which makes. laws for the 
commissioner to enforce, is what must 
be looked after. 








Legal Sections Meeting 

















A dozen lawyers and as many lay- 
men had luncheon in a private dining 
room Thursday and conducted the 
meeting of the legal section. In ab- 
sence of Chairman H. H. Orr, T. W. 
Blackburn, presided. There was dis- 
cussion 


as to whether .the papers 
should be read. Some favored print- 
ing them in the proceedings, while 


others wanted to hear them at that 
time. Accordingly Isaac D. Hunt, gen- 
eral counsel Columbia Life & Trust, 
and Otto Irving Wise, general coun- 
sel Western States Life, 
papers. At a later session Robert T. 
McKisick, general counsel, California 
State Life, gave his address and offi- 
cers were elected as follows: Chair- 
man, Francis V. Keesling, vice-presi- 
dent West Coast, San Francisco Life; 
secretary, E. Grossman, general 
counsel Central States Life. 





The meeting attracted a number of men 
representing institutions which have busi- 
ness with life companies. Among these 
were Bayard P. Holmes, president Hooper- 
Holmes Bureau and M. LL. Armstrong, 
manager of the bureau’s Los Angeles 
‘ranch; EB. P. Kenyon, of Chicago, presi- 
dent United Service Bureau and Walter 
Cc. Hill, Retail Credit Company. 





“How do you feel this mawnin’, Colo- 
nel?” “Rotten, suh—just_as a gentleman 
should feel mawnin's.” 


read_ their |- 





Keesling on Petty Legislation 





Vice-President of West Coast-San Francisco Life Gives Address on 
Broad Topic—Commissioners Rapidly Reducing Evil by 
Cooperation—Speaker Not Severe on Compulsory 
Investment Laws—Cooperation is Effective 





president and general counsel of 

the West Coast-San Francisco 
Life, read a paper at the convention on 
“Petty Legislation.” He took this term 
in the sense of narrow legislation and 
dealt with a number of the harassing 
and unnecessary or unwise regulations 
to which companies are subjected. His 
address was as follows: 


The scope of the subject assigned to 
me was a matter which naturally gave 
me immediate concern, in order to con- 
form to the intention of the program 
committee, not to transgress on topics 
to be discussed by others and to treat 
the subject as intelligently as possible. 
The term “petty” in the sense ~of 
“trifling” or “trivial,” or meaning “of 
minor importance or gravity,” and “not 
serious,” so narrowed the subject that 
I concluded it was not the intent of the 


F ‘presiaer V. KEESLING, vice- 


committee to so restrict the subject | 


that the dissertation should contain 
only matters “not serious.” That 
would seem a waste of time and en- 
ergy. 

Broad and Interesting Field 


The term in the sense of “small,” or 
“narrow,” opens a broader field of in- 
vestigation and one of more interest. 
Very important legislation not well 
founded by reason of mistaken prem- 
ises or illogical interpretation of eco- 
nomic laws, the production of narrow- 
ness; or not well founded by reason of 
utter disregard of the effect, the pro- 
duction of smallness, may well come 
within its scope thus defined. é 

A comprehensive view of the entire 
field of legislation is necessary for the 
purpose of distinguishing the unsound. 
The problem demands the wisdom of 
the profoundest authorities on political 
science, dealing with the essentials of 
proper law making. Even the indivi- 
dual effort of these would be subject 
to dispute and only from a concert 
of action might real results be ob- 
tained. 


Suggestion on Program 


Reflections on the difficulties of the sub- 
ject prompt a suggestion with reference 
to the character of discussions and pa- 
pers before the American Life Con- 
vention, namely: that, so far as possi- 
ble, they should be limited to the re- 
sults of committee investigation and 
dissertations by recognized authorities, 

The range of legislation affecting 
insurance companies is so extensive 
that it precludes detailed or even com- 
prehensive discussion within the limi- 
tations of a single paper. Available 
classifications thereof do not afford a 
complete subject index of legislative 
activities of interest to life insurance 
companies. 


Indication of Scope 


However, an intelligent analysis of 
annual legislative proposals listed under 
sixty subject headings, not inclusive of 
tax “subheads,” indicates in a measure 
the scope of the topic. Problems af- 
fecting agency and policy contracts are 
being by experience quite satisfactorily 
solved. Scientific truth is prevailing in 
such matters as valuation standards and 
new policy forms and is influencing the 
solution of the problem of fraternal 
and assessment insurance. 


No Proportional Increase This Year 


The passing year’s legislative prob- 
lems are naturally freshest in our 
minds. Bills introduced this year, al- 
though forty-four state legislatures 
have been in session, have not numer- 





ically increased as they did between 
1909 and 1911, or 1911 and 1913, consid- 
ering every character of statute relat- 
ing to insurance directly or indirectly, 
and very few of those introduced were 
enacted into laws. Some ideas sug- 
gested for legislative enactment, while 
amusing, are indicative of the necessity 
of action such as is hereinafter sug- 
gested. 


Taxation Bills Numerous 


A bill was presented in Oklahoma 
providing for state insurance and con- 
taining a clearly unsound provision that 
the state issue policies of insurance of 
all kinds at a rate 10 percent below 
prevailing premiums! And in Minne- 
sota there was a bill seriously urged 
providing that undertakers should have 
a lien upon the proceeds of the life 
insurance policies of the deceased for 
services performed! The one signifi- 
cant feature is that bills having to do 
with taxation have greatly increased, to 
which reference will be made herein- 
after. ee 


DEPARTMENTAL AND REGULA- ‘toward uniform action and cooperation 


|to avoid annoying complications and 


TORY MEASURES : 


Considerable stress has been laid 
upon the subjection of the companies 
to regulatory provisions of the indi- 
vidual states, the possibility of need- 
less examinations and duplication of 
reports resulting therefrom, as an ar- 
gument in favor of federal regulation, 
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Vice-President ee Coast-San Francisco 
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assuming it would be possible to avoid 
state regulation entirely by a constitu- 
tional amendment providing for fed- 
eral regulation, which object I believe 
would not thereby be attained. How- 
ever, investigation discloses that the in- 
surance commissioners singly and 
through their national organization are 
rapidly reducing the evils of unneces- 
sary investigation and conflicting legis- 
lation and are quite generally tending 


burdens. 
What Happened in Wisconsin 
There are indications of their influ- 
ence and resultant prevalence of sound 
legislation. Note what has happened in 
Wisconsin: 
“Because of unfriendly legislation the 
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majority of life insurance companies a 
few years ago felt compelled to with- 
draw from that state, and, by overtax- 
ation of her home companies, the 
Northwestern Mutual was nearly forced 
to retire to some other locality, and 
for a number of years that company 
has been paying excess taxes under 
protest, awaiting relief through the 
courts. 

“Now that the people of Wisconsin 
have grown weary of paying excessive 
taxes on their own self-taxed insurance 
interests and for the fool flummery of 
state insurance and have elected a new 
state government, the legislative signs 
of relief and good judgment are ap- 
pearing. 

Signs of Betterment 

“The repeal of the ‘valued policy’ 
law is very apparent as one of these 
symptoms; the modification of the life 
law relating to companies of other 
states is another, and, so far as it re- 
lates to the slight reduction of taxes on 
the business of the five home compa- 
nies is concerned, by a lopping off of 
about $125,000 yearly, we have still an- 
other. The remark of Governor Phil- 
lip when appending his signature to 
the latter bill is a sure indication of re- 
turning sanity and justice to the minds 
of Wisconsin law makers, the governor 
going so far as to say of the law, ‘I 
regard it as an act of simple justice.’ ”’ 


PUBLICATION OF STATEMENTS 
IS USELESS 


An example of the petty annoyance 
is the requirement for publication of 
statements. Being subject to strict reg- 
ulation, even a single publication of the 
statement, owing to its general charac- 
ter, seems a needless expense, as, being 
ordinarily a synopsis, it can serve ab- 
solutely no purpose. Even a most 
experienced analyst of statements could 
draw no substantial conclusions there- 
from except on the premise that all 
facts and figures were correct. How 
unreasonable, therefore, is the require- 
ment of North Dakota, for which I 
refer you to the Ann. North Dakota 
Statutes: 

North Dakota Requirement 


“No. 4915. Annual Statement, pub- 
lication thereof. Every insurance com- 
pany doing business in this state must 
transmit to the commissioner of insur- 
ance a statement of its condition... . 
Such statements must be published at 
least three times in a newspaper of gen- 
eral circulation printed and published 
in each judicial district of the state in 
which such insurance company shall 
have any agency, . . . Proof of publi- 
cation shall be filed with the commis- 
sioner of insurance in all cases within 
four months from the time of such 
filing of the annual statement. Such 
publication shall be made at the au- 
thorized rate for publishing legal no- 
tices. The commissioner of insurance 
shall select three newspapers of gen- 
eral circulation published in each of 
the judicial districts from which such 
companies shall select one in which 
such statements shall be published.” 


South Dakota and Ohio Laws 


Of course, it is good for our news- 
paper friends, and far be it from me to 
injure their cause, but why not get 
some benefit from compulsory publica- 
tion in the form of an advertisement 
that will produce results? 

South Dakota is as well solicitous of 
the newspaper fraternity, while in Ohio 
there is a requirement to publish a cer- 
tificate of compliance with the law in 
every county where a company has an 
agency, ina newspaper of general cir- 
culation published in the county and 
every foreign company must file with 
the superintendent a report showing 
that such publication has been made. 

No Benefit Is Seen 


Foreign companies must also file a 
certificate of compliance with the law 
with the recorder of each county in 
which it hds an agency. 

What possible benefit results from 
such requirements is beyond under- 
Standing. Why is the license from the 


insurance authority of the state, based 
upon detailed reports and examinations, 
if necessary, insufficient? As a com- 
pany cannot do business without that 
license, the publication requirement 
seems totally unnecessary. 

* * * 


DISCUSSION OF COMPULSORY 
INVESTMENTS 


I was interested in a very compre- 
hensive article on the subject appear- 
ing in the “Market World and Chron- 
icle,” the production of Henry Moir, 
actuary of the Home Life, relative to 
compulsory investment laws of Texas. 
He premises his article with a state- 
ment that “it is well known in eco- 
nomics that accumulated wealth flows 
out seeking investment, and finds its 
way unfailingly to those places where it 
is most needed.” Directing attention 
to the fact that in investing trust funds, 
security is the first requisite, rate of in- 


terest being secondary, and referring to 


various classes of investment, he ex- 
presses a belief that local compulsory 
investment has always been approached 
from a selfish viewpoint which has 
failed in every state but Texas, where 
— now famous Robertson law pre- 
valls. 
Freak Proposal Made 


fter commenting on the elimination 
of the seriously objectionable deposit 
feature before the final passage of the 
law and the delegation of the law- 
making power to an individual, he pro- 
ceeds as follows: 

“This brings to us the question why, 
if the local principle be conceded, the 
public authorities should limit the seg- 
regation of investment to states? Why 





not be yet a little more exact and in- 
sist that the reserves of each county 
be invested therein? This is not a mere 
theoretical inquiry; for a bill was actu- 
ally introduced in South Carolina in 
1912, attempting to compel every com- 
pany to invest at least $2,000 in real 
estate mortgages in each county in 
which the company might do business 
—an attempt to furnish loans to farm- 
ers, and, incidentally, secure their votes 
for the proponents of the measure.” 


Believes in Woninterference 


I personally believe in noninterfer- 
ence with the economic doctrine of 
wealth finding its way unfailingly to 
those places where needed, yet it seems 
to: me that the treatise above quoted, 
wherein the author seeks to carry the 
comparison to counties and to cities as 
a “reductio ad absurdum,” is fallacious. 
The industries of Texas are of such di- 
verse character that there is a legiti- 
mate demand for capital, and at once 
the fallacy of compulsory investment 
therein as compared to compulsory in- 
vestment in a mining community, or in 
any other community of limited in- 
dustrial possibility, is apparent. 

Although the author attempts to dif- 
ferentiate investment in the United 
States compulsory upon a foreign 
company, by the same analogy such 
a requirement might be condemned. 
The reference to the condition of 
Texas investments in 1893 is rather un- 
fair, too, because financial conditions 
were bad everywhere in that particu- 
lar year, as we all know. 


Question of Texas Law 
It may be true that compulsory in- 





vestment legislation appeals to selfish 
instincts of communities, and that poli- 
ticians and stump orators consider it a 
good subject for exploitation and the 
attraction of votes, nevertheless, it 
seems to me that those attacking that 
policy are unnecessarily concerned in 
the welfare of Texas. Why not admit 
chagrin in that that attractive terri- 
tory is eliminated from the possibility 
of development by companies refusing 
to subject themselves to compulsory 
investment! It is as certain as any- 
thing can be that if the ‘investment 
policy of Texas is fallacious, it will not 
be long in the proof and will be rem- 
edied to conform with economic prin- 
ciples demanding noninterference. 
* * * 


SERVICE OF PROCESS SHOULD 
BE REASONABLE 


There is no questioning that it is ad- 
visable to facilitate service of process 
upon corporations, and particularly for- 
eign corporations, for the advancement 
of justice, but, in the anxiety of politi- 
cians to do something “for the peo- 
ple” which does not directly cost the 
politicians anything, they should be pre- 
vented from enacting such legislation 
as may deprive the company of its de- 
fense. For example: Section 631 of 
the Kentucky statute is as follows: 

“Before authority is granted to any 
foreign insurance company to do busi- 
ness in this state, it must file with the 
commissioner a resolution adopted by 
its board of directors, consenting that 
service of process upon any agent of 
such company in this state, or upon the 
commissioner of insurance of this state, 
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shall be a valid service upon said com- 
pany. 
‘Bervice on Agents 

There can be no valid objection to 
the provisions for service upon such a 
responsible party as the representative 
of the insurance department of a state, 
but permitting service upon any agent 
of a company, considering ‘their very 
limited authority generally, their. prob- 
able failure to appreciate the import- 


ance of service may lead to unneces- |. 


sary difficulty, if it does not in fact, in 
event of the inattention on the part of 
the agent, deprive the company of its 
defense. It was, no doubt, in recogni- 
tion of this possibility that the state of 
Washington this year eliminated from 
its statutes the provision of service 
upon any duly licensed agent. 
*x* * 


PENALTIES FOR DEFENSE ARE 
DISCRIMINATORY 


No doubt a laudable intention moved 
the legislator when he conceived a 
plan. for penalizing insurance compa- 
nies for “refusal to pay” or “vexatious 
delay.” Some insurance companies 
have shamed their competitors legiti- 
mately conducting their affairs by 
abusing the right of legal intervention. 
Such conduct has brought down upon 
the entire judicial branch of govern- 
ment unjust criticism. The remedial 
legislation was enacted to apprehend 
those responsible for the law’s delays. 
It certainly is a fact that the dilatory 
tactics practiced by some casualty 
companies have brought the agitation 
for state insurance and have put it in 
effect in some states; but in the con- 
sideration of such problems the gen- 
eral conduct of insurance companies 
should have been considered, and I 
think it would have disclosed that so 
far as life insurance companies are 
concerned, the tendency had been to 
expedite settlements and that the good 
name of life insurance companies has 
not been so tarnished. 


Why Single Out Insurance 


I do not hesitate to denounce the 
insurance company which, with its 
corps of attorneys threatening costly 
litigation, is actuated to attain a set- 
tlement favorable to the company 
rather than to pay the insured that to 
which he is entitled. But, be that as it 
may, why not impose the penalty gen- 
erally on corporations, insurance or 
otherwise, and as well as individuals, 
interposing an unjust defense or guilty 
of resort to legal delay for ulterior 
purposes? In other words, if a penalty 
is to be imposed in addition to costs 
taxed as now against a losing party, 
it should be uniform so far as is prac- 
ticable, for the “punishment” of bad 
faith, ‘making necessary litigation to 
enforce any right. re 
FEDERAL REMOVAL PROVISION 

CALLED PETTY 


The familiar statute denying for- 
eign corporations the right of access 
to the federal courts seems to me to 
be petty legislation. Ohio provides by 
statute (Page & Adams, Ann. Ohio 
General Code): 

“Sec. 9384. If any company, part- 
nership, or association organized with- 
out the limits of this state, and doing 
business herein, makes an application 
for a change of venue, or to remove 
any suit or action to which it is a 
party, in any court of this state, to the 
United States district or circuit court, 
or to any federal court, the superin- 
tendent of insurance forthwith shall re- 
voke and recall the license or author- 
ity to such company, partnership, or 
association to do or transact business 
within the state. No renewal or au- 
thority shall be granted to such com- 
pany, partnership, or association for 
three years after such revocation, and 
thereafter it shall be prohibited from 
transacting business in this state until 
again duly licensed and authorized.” 
(R. S. Sec. 3620.) 

Kentucky Even More Stringent 

A Kentucky statute affords an exam- 
ple of a more stringent provision: 

“If any company shall, without the 


/voke all authority to such company 





consent of the other party to any suit 
or proceeding brought by or against it 
in any court of this state, remove said 
suit or proceeding to any ‘federal court, 
or shall institute any suit or proceed- 
ing against any citizen of this state in 
any federal court, it shall be the duty 
of the commissioner to forthwith re- 


and its agents to do business in this 
state, and to publish such revocation in 
some newspaper of general circulation 
published in the state.” 


Upheld by Supreme Court 


-The California statute on the same 
subject has been construed to impose 
forfeiture until the next annual licens- 
ing period, when the license to do busi- 
ness may be renewed. (Commercial 
Union v. Wolf, 8 Cal. App., 413-9.) 

The Supreme Court of the United 
States has definitely decided that a 
state may rightly enact a statute re- 
voking the license of a corporation 
which removes to a federal court cases 
which have been commenced in state 
courts. (Security Mutual v. Prewitt.) 


Believes in the Judiciary 


I think the reasons which I shall ad- 
vance as objections to such legislation 
cannot be characterized as a reflection 
upon the state courts. In discussing 
the situation I do so as one who has 
not in the least lost faith in the judi- 
cial branch of our government but who 
feels that it is today true to its tra- 
ditions. and the bulwark of our repub- 
lican form of government. This is 
equally as applicable to the state as 
to the federal judiciary. 


Judges Are Human 


Judges are human beings and sub- 
ject to the same prejudices and pas- 
sions as any human being and that fact 
always weighs unconsciously. We are 
confronted by a condition and not a the- 
ory. Local demands and community pre- 
judices are unconsciously influencing us 
all, and judges are not immune, particu- 
larly the judges who must submit them- 
selves to the electorate, and the shorter 
the term the more the influence of popular 
opinion, hence local prejudices, etc. We 
hear city lawyers commenting upon the 
partiality of judges of country courts 
toward the country lawyer. Quite 
likely the self-conceit of some city law- 
yer has occasioned what seemed to him 
to be prejudice. Nevertheless, the lo- 
cal Nestor has at times unbalanced the 


scales. 
Injustice Is Seen 


Judging from the experience of in- 
aurance companies in courts where 
their contentions have been proven 
right by a reversal of decisions of the 
inferior courts, which is all-sufficient 





evidence of the prejudice of the jury, 
and is equally applicable to domestic 
and foreign corporations, it would seem 
an injustice to compel the insurance 
company to abide by the decision of 
an inferior court, and it would seem 
by similar analogy to be as great an 
injustice to compel foreign corpora- 
tions to abide by the decision of a tri- 
bunal which may be influenced by lo- 
cal prejudices. 


Alexander Hamilton’s View 
I had come to these conclusions and 
thereafter was interested in reading in 
“The Federalist,” Alexander Hamil- 
ton’s dissertation upon the desirability 


| of absolute separation of the judicial 
.from the legislative department. of 


government. He insisted that absolute 
separation of the judicial from the leg- 


 islative department was necessary be- 
| cause “the pestilential breath of fac- 


tion may poison the fountain of jus- 
tice’; saying further: 

“The habit of being continually mar- 
shalled on opposite sides would be apt 


| to stifle the voice both of law and 
| equity.” : 


It was his purpose to preserve justice 
entirely pure and uncontaminated. 


Reasons for Federal Courts 


In considering the propriety of the 
power of the United States to consti- 


' tute inferior courts in answer to the 
| question, “But why . 
| the same purpose have been accom- 


. . might not 


plished by the instrumentality of state 
courts?” he says: 
“There are substantial reasons against 


| such a provision; the most discerning 
| cannot foresee how far the prevalency 


of a local spirit may be found to dis- 
qualify the local tribunals for the ju- 
risdiction of national causes; whilst 
every man may discover that courts 
constituted like those of some of the 
states would be improper channels for 
the judicial authority of the union. 
State judges holding their offices dur- 
ing pleasure, or from year to year, will 
be too little independent to be relied 
upon for an inflexible execution of the 
national laws.” 


The reasons are fully applicable to | 


prejudice in causes between citizens of 








one state and those of another, and 
no doubt that was the reason why such 
a right was given. Why, therefore, 
should insurance companies be forbid- 
den to do what.they cannot contract 
away? 
* * * 
TAXATION COMPLICATED AND 
BURDENSOME 


As hereinbefore stated, the one signi- 


| ficant feature of this year’s legislation 


is the increase of bills relative to taxa- 
tion. 

Taxation of gross income, including 
premiums such as we have in Califor- 
nia, is unjust not only for the reason 
of indirection but for the additional 
reason that it is a tax, in so far as it 
includes premiums on _ savings. It 
cannot be justly charged that such 
legislation proceeds from a demagogic 
attitude of legislators with a desire to 
show the people that they are making 
the moneyed corporations pay. It is 
largely due to a misunderstanding of 
the character of the funds they are tax- 
ing and a lack of knowledge that 
eventually, in a large measure, there is 
only one source of supply ‘of funds 
with which to pay that tax, namely, 


the insured. 
*x* * * 


INSURANCE TAX AFFECTS 
WHOLE COUNTRY 


The problem of insurance taxation is 
one generally affecting the entire coun- 
try because even the policyholders of 
liberal states do not escape by reason 
of the effect of the retaliatory provi- 
sion in the laws of many states. These 
matters are thoroughly enough known 
to insurance men, but the economic 
solution thereof and the problem ot 
educating the individual relative there- 
to remains to be accomplished. 

There are increasing demands for 
revenue and there is ever present the 


determination of the taxpayer to shift 


elsewhere the burden of increased taxes 
therefor. 


Decisions on Taxing Powers 
Legislation in some states this year 


indicated a trend toward a modified 
form of the federal income tax. I pre- 





Five Thousand ‘Two 


Hundred and Forty 


This is the number of death Claims, Disability Benefits, Old Age Benefits 
and other Cash Benefits we have paid on policies issued on residents of 


Chicago and surrounding towns. 


This isa greater number than any Illinois 


Life Insurance Company paid in same territory. 
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q A life man is known by the Company he keeps. 
wants to be certain of the institution he represents—its stability, . 
character and kind of service. 
The fact that the Commonwealth Life has more policies in force 
than any other Kentucky company shows how it is regarded at 
home and the home folks know all about a corporation. 
The Commonwealth is managed by experienced life men who 
know the business, who are in intimate touch with conditions and 
who cooperate with the field. Its policies are liberal and modern. It 
enjoys a good reputation in the communities in which it operates. 
Therefore get and keep the Commonwealth Life and you will 
be in good company. 


Therefore he 
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sume you realize that legal restriction 
of the taxation power is not sufficient 
to prevent practical destruction, not- 
withstanding limitations against con- 
fiscation and double taxation. View 
the trend of decisions with reference 
to taxation powers. The state of Lou- 
isiana has a statute that “All bills re- 
. ceivable, obligations, or credits aris- 
ing from business done in this state” 
shall be taxed. 


Maxim Yields to Facts 


It was at first held that credits of 
the nonresident were not taxable un- 
less reduced to an obligation to pay, 
but recently it has been decided by 
the supreme court of Louisiana in the 
case of L. L. G. vs. board of 
assessors, 221.U. S. 346, 55 L. Ed. 762, 
that such credits being incorporeal 
have no actual situs, that they con- 
stitute property and as such must be 
regarded as taxable; that the legal 
maxim mobilia sequuntur personam 
yields to the fact of actual control 
elsewhere and that in the case of cred- 
its, although intangible, arising as did 
those in the present instance (premium 
accounts) the control adequate to con- 
fer jurisdiction is found in the sov- 
ereignty of the debtor’s domicile. 


Indication of Taxing Effort 


In Tennessee, Commissioner Dun- 
bar, upon the advice of the state at- 
torney-general, has ruled that he will 
proceed to collect taxes from policy- 
holders holding policies written by 
companies that have not complied with 
the law which imposes a 2% percent 
tax on gross premiums, which is an in- 
dication of the effort that will be made 
to enforce such laws on companies that 
may try to evade such a tax by not 
maintaining an office in the state. 

If such property is taxed again in the 
home state of the corporation or indi- 
vidual it has been construed to be not 
double taxation. 


Adjustment Between State and Nation 


Following the line of possibility of 
income taxation by the several states and 
the United States it can readily be sur- 
mised that a solution of the problem 
must comprehend a proper adjustment 
of taxation between state and national 
government. The satisfactory solution 
of the tax problem of course must be 
by practical application of true eco- 
nomic rules. You should not be de- 
terred by the fact that economic laws 
ultimately prevail because in the re- 
adjustment of an erroneous sy‘stem 
someone must be injured. The econo- 
mist takes no account of this, but we 
personally should if we desire to avoid 
possible injury in the process of re- 
adjustment. And as our interest is 
one not alone from the standpoint of 
taxation of insurance companies but 
as investors, the entire subject of taxa- 
tion commands our attention. 


Each Should Contribute Something 
It is not likely that uniform taxa- 


tion will result from a scientific solu- 
tion but the satisfaction will come 





from knowing the correct system and 
avoiding states that will not conform. 

In return for the “blessings” of so- 
cial organization each recipient should 
contribute something, and it should be 
proportionate as nearly as possible to 
the benefits accruing. But whatever it 
be, the contribution should be known 
with some degree of exactitude, then 
it will be self-evident whether so far as 
individuals and corporations are con- 
cerned the burden is properly distrib- 
uted. Any system which is pregnant 
with an indirect contribution is wrong, 
for the reason that it is deceptive and 
may be inequitable. 


Individual Should be Enlightened 


If a mortgage is taxed the borrower 
will pay the tax and probably more in 
increased interest to the lender. If cor- 
poration incomes are taxed excessively 
it is loaded onto the corporation’s cus- 
tomer in the form of increased sales 
price, and the customer thereby may 
be contributing excessively and being 
ignorant thereof, possibly not paying 
any direct taxes, he not only does not 
protest for the satisfactory solution of 
the problem or his own protection, but 
he has a misconception of some of the 
elements of increasing cost of living. 


Will Have Interest in Government 


If the system is unjust, and it seems 
so to me, such an individual should be 
enlightened. He will then have an in- 
terest in government and the cost 
thereof and be a real assistant in the 
cause of economic administration and 
proper legislation. 

We and all taxpayers should no 
longer be unconcerned with the funda- 
mental problems involved and_satis- 
fied with isolated action. Having 
evolved a comprehensive, scientific and 
practical plan, it should be made effect- 
ive by an intelligent educational cam- 


aign. 
pare * * * 


REBATING HELD NOT HARMFUL 
TO THE PUBLIC 


The subject in the ultimate analysis 
proves intensely interesting. It is one 
to conjure with and has been so used. 
Mention of the word carries with it 
odium because of confusion with rebate 
from payment made for service by a 
public utility, which is reprehensible 
because of a secret advantage gained 
by a competitor. An insurance pre- 
mium rebate is of a different sort. It 
does not injure the insuring public be- 
cause its elimination would not result in 
a reduction of cost of insurance to the 
public. At worst, it is to be condemned 
because of its demoralizing effect on 
the agent. 

California Bill Vetoed 


Attempting to conjure with the word, 
a bill was introduced in California this 
year which, on close inspection, dis- 
closed its fangs and was rightly vetoed 
by. the governor. It was known as an 
antirebate bill, but its adoption would 
have eliminated the local part-time in- 
surance agent. It was provided therein 
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that “Nothing in this section shall be 
construed to prohibit an insurance or 
surety company or society or agent 
for such company or society from pay- 
ing a commission to another company, 
society or agent, or to an insurance 
broker.” 
Would Have Barred Part-Timers 

It also defined the term “agent” to 
be one “actively and regularly engaged 
in the insurance business.” 
guise of so-called beneficial prevention 


Under the. 





of rebating the attempt was made to 
deprive companies of the use of the 
banker, real estate man, grocer, or 
other influential resident of small com- 
munities. It was an effort to reduce 
competition for the established agents 
and brokers by depriving small compa- 
nies of legitimate cooperation. 

This, in conjunction with the effort 
to limit commissions to agents and 
to prohibit preliminary term insurance, 
seems to be a well-directed effort to 
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injure small companies. Small com- 
panies must pay larger commissions 
to enlist agents than the larger com- 
panies, because they have a more diffi- 
cult task in selling their goods. Some 
protection has been afforded to the 
small companies by the enforcement 
of antitwisting legislation, which has 
lessened the annoyance of explaining 
that the insurance of a small company 
properly managed is now under the 
strict enforcement of legal reserve re- 
quirements and_ efficient regulation 
“just as good” as that of the company 
with millions behind it! 


Might Be Driven Out 


One cannot but be concerned at 
some “unselfish” efforts to reform in- 
surance legislation. It is not difficult’ 
to conceive of a condition when, by too 
stringent regulation, small companies 
will have gone out of business, thereby 
enabling the survivors to do it all, but 
there would soon be apprehension rel- 
ative to the vast amount of funds un- 
der the control of the few remaining 
owing to the ramifications in every 
direction attendant upon the invest- 
ment of those funds. This would be 
followed by a limitation of production 
and, there being absence of private 
enterprise to provide for the surplus 
due to impossible conditions previously 
created, we would pass to an era of 
real state insurance and real state in- 
terference with the management of 
those large accumulations of funds. 


No Fear of State Competition 


State insurance competing with pri- 
vate insurance institutions is not 
greatly to be feared, because cost must 
govern and that is scientifically estab- 
lished. The state cannot undersell pri- 
vate companies, but a state monopoly 
of insurance would be a deplorable in- 
trusion upon private rights. 

There are too many already who 
are more than willing to attack insur- 
ance institutions and they do not hesi- 
tate to foul. 

* * a 
COOPERATION EFFECTIVE AND 
SHOULD BE BROAD 


Sincere cooperation is necessary in 
the insurance world to effectuate what 
should be on a fundamentally sound 
basis. What to do and how to do it I 
know you will excuse me from defin- 
itely outlining! 

We perceive’ now and then accom- 
piishment by means of cooperation of 
insurance men. 

Work on Model Code 

Of immediate concern is that the 
committee of the American Bar Asso- 
ciation on insurance law reported to 
the association in 1913 and was in- 
structed to cooperate with Senate and 
House committees of Congress on Dis- 
trict of Columbia in preparation of a 
so-called model insurance code for the 
district. This action was with the de- 
sign that such a code, after its approval 
by the association, might be enacted 
into law by Congress and adopted by 
the several states. The committee has 
been at work since 1913 and is still at 
work and an amended draft will soon 
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be prepared, printed and distributed. 
The committee has asked further time, 
not being ready to report a bill. 


Cooperative Political Activity 


Other agencies for cooperation are 
available so far as legislation directly 
affecting insurance companies is con- 
cerned. Aside from mutual interest, 
it is at once apparent that other asso- 
ciations would be moved to cooperate 
if insurance associations offered assist- 
ance to them in their problems. But 
beyond that, by reason of the ramifi- 
cation due to investment of insurance 
funds, is the necessity of cooperation. 

The “business world,” so-called, is 
not unmindful and is being advised of 
the necessity of cooperative political 
activity. The doctrine is being dissem- 
inated by the greatest thinkers in the 
business world. The importance of 
thoroughly understanding the interre- 
lation of all business activity is being 
emphasized. 

x Ok Ok 
INSURANCE COMPANIES MUST’ 
HELP SUSTAIN VALUES 


Insurance companies, being custo- 
dians of large sums of trust funds 
which must be absolutely safeguarded, 
must be interested in the stability of 
security investments. They should, 
therefore, cooperate to sustain values, 
and must be interested in effects of 
speculation, extension of credit, un- 
necessary expenditures of individuals 
and of municipalities, etc., and also in 
the results of discounting the future, 
the evils of watered stocks, of refund- 
ing public issues instead of paying, and 
of meeting current running expenses 
by borrowing. 


Cooperate With Business Men 


Let them, therefore, proceed to a 
cooperative study of the various prob- 
lems affecting industry and business 
generally in conjunction with national 
associations of manufacturers, United 
States Chamber of Commerce and 
other organizations of business men. 
Let the problems be carefully consid- 
ered, avoiding symptoms and treating 
diseases from an economic standpoint, 
giving due regard to the practicability 
of the application of the theoretical. 
Such a finished product would, sup- 
ported by convincing argument, war- 
rant the approval of bar associations 
and civic organizations, command? the 
careful attention and possible approval 
of insurance commissioners, assemblies 
of governors, associations of mayors 
and other officials and finally command 
the attention and favorable considera- 
tion of legislators. 


Comprehensive Study of Problem 

Simply stated, a comprehensive study 
should be made of the entire problem, 
coordinating its many phases. This 
research should be carried on by rep- 
resentatives of those directly and in- 





directly interested, to the end that it 
be productive of plans which shall in 
due course be presented to the many 
associations of individuals engaged in 
the study of isolated factors. 

It should be self-evident that such 
a course will be preferable to offering 
for consideration of those engaged in 
the solution of an isolated but corre- 
lated factor merely the results of study 
of another isolated factor. The latter 
course might well be unsound by rea- 
son of separate solution and uncon. 
vincing, but pursuing the general plan, 
isolated requirements demonstrated in 
all their correlation should be sound 
and convincing, 


Steer Clear of Selfish Influence 


Scientific practical solution presented 
tO various associations now engaged 
in the laudable work of reform should 
be effective in putting into action a 
great force in the educational cam- 
paign. 

The effort to be effectual must be 
not only devoid of selfish influence 
likely to proceed from powerful alli- 
ance, but must be clearly consonant 
with just relation of business to so- 
ciety. 

If the problem is ignored, naturally 
we shall continue to be placed upon 
the defensive against “half-baked” 
legislative proposals which frequently 
proceed from these well meaning but 
theoretical investigators. 


‘Will Not Attack Indiscriminately 


Thus informed and fortified, the man 
of business will not attack all legisla- 
tion indiscriminately, and avoid fash- 
ioning himself after some present day 
representatives of industry and busi- 
ness, but with discernment he will 
acknowledge proper advancement. He 
will then find that credence will be 
given to his testimony as to what 
legislation which affects his interests 
should be and that it will not be “re- 
sented,” because the rejection of, and 
the resentment at, his opinions rela- 
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tive to legislation now is largely due 
to his inability to support the cause 
he champions. 

Insurance Men Alert 


The business world is now suffering 
from lack of foresight of the entrepre- 
neurs of yesterday who failed to ob- 


‘serve the trend of industry due to mis- 


direction. Let the insurance managers 
be more alert and benefit from the 
experience of the industrial world. The 
disregard of the latter has produced 
extreme remedies which have left in- 
dustry weak. 

It is an ambitious project and not 
visionary. Somewhere there is a co- 
hesive force and it seems to me that 
the insurance organizations are that 
force. 
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THE ACID TEST 


The Amount Saved Per Thousand 


THE COLUMBUS MUTUAL LIFE INSURANCE | 
COMPANY paid all expenses, paid all claims, paid | 
liberal dividends to both policyholders and_stock- 
holders, put up the legal reserve, and in addition, dur- 
ing the past four years saved in net surplus per | 
thousand of renewal business in force an average of 
six dollars and thirty cents per year. 


In four years the COLUMBUS MUTUAL has added 
to surplus two and one-half times as much as it has 
paid in dividends to policyholders. 
An earning power such as this 
means low cost life insurance 
The Schedule of Dividends to Policyholders was in- 
creased last year and will be increased again this year. 
A billion of insurance will make us no stronger and 
no better. Direct Contracts. 


robbing of Peter to pay Paul. 
WITH US THAN WISH YOU HAD, 


The Columbus Mutual Life 


Insurance Company 


Columbus, Ohio 








Vested Reneuals. No 
BETTER WORK 


D. E. Ball, Secretary 
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Roster of Convention 








AMERICAN CENTRAL LIFE, Indianapolis. 
Edward A. Meyer, Vice-President. 
Carroll B. Carr, Secretary. 

AMERICAN LIFE, Des Moines. 

A. D. Hindman, Vice-President. 

CALIFORNIA STATE LIFE, Sacramento. 


J. R. Whisner, Second Vice-President and Agency Director. 


Robert T. McKissick, General Counsel. 
Harold H. Buckman, Actuary. 
CENTRAL LIFE, Ottawa, Ill. 
H. W. Johnson, President. 
CENTRAL STATES LIFE, St. Louis. 
James A. McVoy, Vice-President and General Manager. 
E. M. Grossman, General Counsel. 
COLUMBIA LIFE, Cincinnati. 
Felix G. Cross, President. 
Dr. F. B. Cross, Jr. 
COLUMBIA LIFE & TRUST, Portland, Oregon. 
S. P. Lockwood, Vice-President and General Manager. 
I. D. Hunt, General Counsel. 
COMMONWEALTH LIFE, Omaha. 
F. J. Uehling, Secretary. 
CONTINENTAL LIFE, Salt Lake City. 
C. W. Helser, Superintendent of Agencies. 
Dr. H. H. Mayo, Medical Director. 
FARMERS & BANKERS LIFE, Wichita, Kan. 
J. P. Sullivan, Vice-President and Agency Manager. 
FEDERAL LIFE, Chicago. 
Isaac Miller Hamilton, President. 
FRANKLIN LIFE, Springfield, IIL 
Henry Abels, Secretary. 
GERMAN AMERICAN LIFE, Omaha. 
G. L. E. Klingbeil, President and Actuary. 
GREAT REPUBLIC LIFE, Los Angeles. 
W. J. Clemens, Agency Director, 
J. E. Higdon, Actuary. 
GUARANTY LIFE, Houston, Tex. 
J. R. Thompson, Vice-President. 
INDIANA NATIONAL LIFE, Indianapolis. 
C. D. Renick, President. 
Miss Edith Liedenecker, Assistant Secretary and Cashier. 
INDIANAPOLIS LIFE, Indianapolis. 
Frank P. Manly, Vice-President and General Manager. 
JEFFERSON STANDARD, Greensboro, N. C 
George A. Grimsley, President. 
Charles W. Gold, Treasurer. 
A. L. Smith, General Agent at Birmingham. 
KANSAS CITY LIFE, Kansas City. 
J. B. Reynolds, President. 
LAFAYETTE LIFE, Lafayette, Ind. 
E. A. Werkhoff, Vice-President. 
Dan W. Simms, General Counsel. 
LAMAR LIFE, Jackson, Miss. 
W. Q. Cole, President. 
LINCOLN NATIONAL LIFE, Fort Wayne, Ind. 
Arthur F. Hall, Vice-President and General Manager. 
MINNESOTA MUTUAL LIFE, St. Paul. 
E. W. Randall, President. 
MONTANA LIFE, Helena. 


H. R. Cunningham, First Vice-President and General Manager. 


NATIONAL LIFE, U. S. A., Chicago. 
A. M. Johnson, President. 

‘OCCIDENTAL LIFE, Los Angeles. 

Robert J. Giles, Secretary and General Manager. 
Francis M. Hope, Actuary. 
Dr. W. W. Hitchcock, Medical Director. 
OLD LINE LIFE, Milwaukee. — 
Rupert F. Fry, President. 
PEOPLE’S LIFE, Frankfort, Ind. 
E. O. Burget, Secretary. 
PREFERRED LIFE, Grand Rapids, Mich. 
Dr. J. M. Emery, Actuary. 
SECURITY MUTUAL LIFE, Lincoln, Neb. 
W. A. Lindly, President and General Manager. 
Wray A. Lindly, Superintendent of Agents. 

SOUTHLAND LIFE, Dallas, Tex. 
Harry L. Seay, President. 

SOUTHWESTERN LIFE, Dallas, Tex. 
T. W. Vardell, President. 

STATE LIFE, Indianapolis. 
Charles F. Coffin, Vice-President. 

. WEST COAST-SAN FRANCISCO LIFE, San Francisco, Cal. 

T. L. Miller, President. 
Julian Sonntag, Vice-President. 
Francis V. Keesling, Vice-President and General Counsel. 
Gordon Thomson, Secretary. 
B. W. Ford, Treasurer. 
L. B. Messler, Manager of Agents. 

WESTERN STATES LIFE, San Francisco, Cal. 
Otto Irving Wise, Vice-President and General Counsel. 
Frederic S. Withington, Secretary and Actuary. 

WESTERN UNION LIFE, Spokane, Wash. 

Ralph R. Nelson, Actuary. 





LEGAL REQUIREMENTS, 
COFFIN-EKERN DEBATE 


(CONTINUED FROM PAGE 1) 
panies, associations and fraternal so- 
cieties show that the requirement of 
medical examination is universally com- 
plied with.” 


Takes Up Group Insurance 

The speaker said that notwithstand- 
ing the foregoing facts, the demand is 
made that group insurance be written 
without medical examinations. Re- 
viewing the start of group insurance 
and the fight upon it made by fraternals, 
the speaker continued: 

“Group insurance has now practically 
simmered down to the writing of 
groups of employes for an employer 
who ordinarily pays the whole pre- 
mium. It was originally proposed to 
write group insurance on the various 
plans on which ordinary policies are is- 
sued to individuals. This, however, 
raised a number of questions and this 
has led to the business being confined 
almost wholly to annual term policies 
under which the individual employe is 
insured only during the continuance of 


‘his employment. It is therefore on 
this basis that the advantages and dis- 


advantages of group insurance should 
be analyzed. 


Gives Views of President Day 


“President William A. Day of the 
Equitable of New York, in a recent ad- 
dress, has thus summarized the .advan- 


‘tages: The expense of soliciting in- 


dividuals and of medical reports is eli- 
minated. Administrative economies 
are effected, such as the issue of one 
group policy: instead of individual pol- 


‘icies, savings in premium notices and 


postage, and by use of the negative sys- 
tem of accounting. 

“It is also urged that it provides in- 
surance for many who would otherwise 
be without it and even includes im- 
paired or substandard lives under its 
protection; that it encourages a hu- 
manitarian contribution by the em- 
ployer and establishes better relations 
between the employer and employe, 
and that when the group is sufficiently 
large the law of average will apply to 
such an extent that the need of medical 
examination is obviated. 


Disadvantages Offset Advantages 

“This array of argument for the pro- 
posal would be unanswerable were the 
claims supported by facts and were not 
the. supported advantages offset by 
greater disadvantages. 

“The argument for group insurance 
voices a growing demand that life in- 
surance shall serve a broader social 
and economic purpose with less waste 
in expense than is now experienced. It 
attempts to make insurance compulsory 


‘and thus eliminate a large part of the 


solicitation and collection expense. In 
this respect it is similar to compulsory 
state insurance with the disadvantage to 
the employe that the insurance termi- 
nates with his employment with the 
company, that it cannot avoid some ad- 
verse selection by its inability to apply 
compulsion to all, with the disadvan- 


‘tage to the employer, that there is still 


some expense of solicitation; and with 
the disadvantage to the public that only 
a part of the individuals employed are 
covered and these only during a limited 
time, while the employment continues. 


Stepping Stone to State Insurance 


“If group insurance should grow to 
large proportions and be generally car- 
ried by employers it could not fail to 
lead compulsory insurance through 
some central agency, which, necessarily, 
would be the state. Even those who 
find such an end desirable would view 
with apprehension the attainment of 
that end, by a method creating a re- 
lationship of dependency between em- 
ployer and employe. The real difficulty 
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with group insyrance as proposed is 
that it is a makeshift which in its na- 
ture cannot be permanent and which 
carries in its train effects that will be 
unfortunate both to the employe, who 
is to be benefited, and to the proper 
and legitimate development of the busi- 
ness of life insurance. 
Public Is Affected Adversely 

“Group insurance affects the public in- 
terest in so far as it tends to cause the 
lapsing of existing insurance or to de- 
ter individuals from taking new insur- 
ance. Its benefit wholly fails in the 
case of death following protracted ill- 
ness or otherwise after termination of 
employment, and it fails to provide any 
accumulation or protection for old age, 


‘such as is furnished under whole life or 


endowment policies. 
Employes Really Pay Premiums 

“The first-impression is that the effect 
of group insurance on the employe is 
beneficial. A gift by an employer to 
his employes of premiums necessary to 
protect his family has the appearance 
of unselfish generosity. The money 
must come from somewhere, and if the 
practice is to become general and per- 
manent, it necessarily must be one of 
considerations in fixing the wage. In 
other words, the employe pays it in the 
long run. We then get to an insurance 
by compulsion where the employer se- 
lects the company and makes the con- 
tract, and, willy nilly, the employe 
must, in the absence of medical exami- 
nation, bear the burden of the im- 
paired lives. 

Low Mortality Proves Inadequacy 

“The advocates of group insurance 
are continually urging that the death 
rate experience under group insurance 
will be favorable. There is no ques- 
tion that this is so, but it proves noth- 
ing more than the very small value of 
the temporary and limited insurance 
furnished. Any attempt to compare 
the limited group hazard with the full 
hazard assumed under . individual 
policies is very unfair. 

Disadvantages to Employer 

“Closely analyzed from the standpoint 
of the employer, the proposal does not 
appear altogether favorable. The 
volume of group insurance after several 
years of experiment is inconsequential. 
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If it is to be considered as life insur- 
ance at all, the insurance of a group 
sufficiently large to make an average as 
insisted on by its advocates, is really 
the employment of an insurance com- 
pany and use of its skill and plant to 
manage the life insurance within the 
group. The employer must pay the 
cost with an addition for expense and 
in the long run is not unlikely to dis- 
pense with the services of the company 
and pay his own losses. 
Too Little Attention to Conservation 


“Medical examinations have recently 
assumed a position of increased im- 
portance in the movement for the con- 
servation of individual health. This 
work deserves every possible encour- 
agement. It is generally agreed that in 
all forms of insurance too much money 
is paid for solicitation and too little 
for prevention engineering features, 
which correspond largely to the med- 
ical examinations in life insurance. 
Roughly, medical examinations and in- 
spections of risks cost companies on 
the average about one-sixth of amount 
paid agents for first year’s commissions 
and about one-seventeenth of the total 
solicitation expense. 

Group Insurance a Step Backward 

“The aim of group insurance is, no 
doubt, laudable, but as a means to that 
end it is in every respect a step back- 
ward. The proposal to omit medical 
examinations in particular has nothing 
to commend it. 

“The social duty of the business of 
life insurance to extend its protection 
to the greatest possible proportion of 
people is becoming more and more re- 
cognized. This must inevitably em- 
brace all lives whose interruption would 
cause financial loss to the family or 
estate. This includes a great number 
of unimpaired or substandard lives. This 
is no time for experimenting with the 
abandonment of such a fundamental 
principle of life insurance as the mea- 
surement of hazard through medical 
examination.” 

Coffin Replies to Ekern 

Replying to Mr. Ekern, Charles F. 
Coffin, vice-president of the State Life 
of Indiana, made a great extemporan- 
eous speech. He said in effect: ‘“Any- 
one who has been in court has heard 
an attorney read law and then heard 
the opposing counsel say that the law 
read by his opponent is good law and 
he fully concurs in it, but unfortunately 
it does not apply to this case. 

“Mr. Ekern told me his views and 
gave me his paper, as far as it was writ- 
ten at the time, which, however, was 
not far as compared with what he has 
read. 


Different Conception of Question 

“T have a very different conception of 
the scope of the question. It is: “Shall 
the standards required by law for ac- 
cepting applicants for life insurance in- 
clude medical examination”? I don’t 
know any specific standards applied by 
law for acceptance of applicants. 
Hence, I think the question should 
read: “Should there be standards ap- 
plied to the applicant by law and should 
they include the requirement of medical 
examinations’? I believe in medical 
examinations. I believe they are wise. 
I believe they are indispensable and 
any company which would give them 
up would suffer. But I do not believe 
that the law should require them. I 
have no difference with Mr. Ekern on 
the desirability of medical examinations 
and I shall have nothing to say on 
group insurance. 


No Occasion for Requirement 


“Before any law is enacted, the pur- 
pose of which is to supervise, regulate 
or direct the conduct of any great busi- 
ness enterprise, there should be present 
at least one of the following three es- 
sentials: An abuse needing correction, 
an evil to be prevented, some imperiled 
substantial right needing legislative 
protection. 

“Is there any omission or neglect of 
medical examinations by companies 








Cc. F. COFFIN, Indianapolis 
President State Life 





that needs to be corrected? Letters 
from medical directors show that it is 
universal practice to require examina- 
tions in the ordinary branch of busi- 
ness. You are all working to improve 
your medical departments. There is no 
present abuse needing correction. 


No Abuses Needing Correction 


“Is there any tendency on the part 
of companies to relax medical exami- 
nations? Agents in the field do not think 
so. There is not an officer here who 
has not walked the floor trying to dis- 
cover a means of making examinations 
more thorough. There is no present 
evil to be corrected. 

“Is there some imperiled substantial 
right of policyholders or company need- 
ing legislative protection? There are 
only two parties interested—company 
and policyholder—although the public 
has a slight interest. 

“Tf the companies, day -by day, are giv- 
ing more thorough examinations, 
neither the policyholders nor the com- 
panies have cause for complaint. 

Statutes Could Be Evaded 

“There is not a statute in any state 
of the Union which declares the nature 
or character of the medical examina- 
tion to be given. If one cared to evade 
the law, if it were not for integrity of 
companies themselves, not one-tenth 
of the present trouble and expense of 
examinations would be required for 
successful evasion of the statutes. 

Law an Unnecessary Interference 

“A law requiring medica lexamination 
would be an unnecessary interference 
with the freedom of companies. The 
fundamental objections to the require- 
ment of medical examinations by law is 
the unnecessary invasion by law of 
company management and discretion. 
The less of that we have the better. 

“All are familiar with the 1915 limita- 
tion on the amount of insurance to be 
written annually. What reason under 
heaven was there for it? Why should 
the sale of life insurance be limited 
more than the sale of dry goods? 

“It was an invasion of the realm of 
company discretion and management. 
So are fixing commissions to agents, 
requiring specific policy provisions and 
fixing the rates, as some states do in 
fire insurance. 


Merely Obstruct Insurance Growth 

“Such laws obstruct the growth of the 
business, and deprive brains and ability 
of their just reward. In this land we 
stand for liberty, and that implies the 
right of my neighbor to pass me by 
reason of his superior ability. The law 
should be strict, but men should be 
given the right to conduct their busi- 
ness and secure the fruits of their abil- 
ity and genius.” 





Among the late arrivals were President 
John J. Cadigan and Agency Manager 
BR. M. Malpas of the New World Life. 








FRIDAY’S SESSIONS ARE 
FULL OF KEEN INTEREST 


(CONTINUED FROM PAGE 2) 
statutory requirement of medical exam- 
ination, with H. L. Ekern, former Wis- 
consin commissioner, on affirmative 
and Charles F. Coffin, of the State Life, 
on negative. Both are sharp as tacks, 
and it was expected there would be 
something lively. The crowd was not 
disappointed. Mr. Ekern read a care- 
fully. prepared paper, which in reality 
was a discussion of the disadvantages 
of group insurance, the main form on 
which medical examination is not re- 
quired. Mr. Coffin, while thoroughly 
in favor of medical examinations, op- 
posed the invasion of the realm of com- 
pany judgment and discretion by leg- 
lislation, whether on medical examina- 
tions, limitation on business or other- 
wise. When he had finished President 
Kingsley, New York Life, asked the 
privilege of the floor to express to him 
his personal thanks. Mr. Kingsley 
said that when the New York law lim- 
iting the amount of business to be 
written annually was passed, his own 
voice for some years was like a lone 
voice in the wilderness protesting 
against that law. He had to come to 
the American Life Convention to hear 
an intelligent discussion of this prin- 
ciple, something he never had heard 
in his own domain. 


Discuss New Mortality Table 


The remainder of the session was 
devoted to reading of papers on the 
proposed new mortality table. Henry 
Moir, actuary of the Home Life, had 
a paper that would require about an 
hour to read. He said it was better 
adapted to be studied than merely to 
be listened to, so he omitted much of 
it in reading and turned it in for print- 
ing in full in the proceedings. 

J. B. Reynolds, of the Kansas City 
Life, who read a paper on the same 
subject by Lawrence M. Cathles, ac- 
tuary of the Southwestern Life, fol- 
lowed the same course. Both showed 
their wisdom. Regardless of the inter- 
est members of the convention take in 
this important topic, they cannot carry 
away much of value from merely hear- 
ing papers necessarily technical. That 
these papers will be studied goes with- 
out saying. The days’ session ad- 
journed in good season, leaving time 
for committee meetings. Tonight 
Samuel P. Lockwood, vice-president of 
the Columbia Life & Trust, presided 
at a function given on the program as 
“Raps, Roasts and Toasts.” Stringent 
rules for muzzling officers and those 
who have talked in sessions, were pre- 
scribed and the ones hitherto silent 
had their inning. 


GRIMSLEY NEW HEAD 
OF LIFE CONVENTION 


(CONTINUED FROM PAGE =§1) 

on the new mortalitl table. The origi- 
nal resolution opposed the adoption of 
any substitute for the American table. 
This prejudgment brought opposition. 
A feeling existed that the convention 
must declare itself and attempts to re- 
fer were opposed. Finally Isaac Mil- 
ler Hamilton’s substitute was adopted, 
though not unanimously. The election 
passed quickly. Retiring President 
Randall was first elected to the execu- 
tive committee. Tom W. Vardell nom- 
inated Mr. Grimsley president and 
Charles F. Coffin seconded. The secre- 
tary cast the unanimous ballot, and 
President Grimsley accepted fittingly. 
The retiring administration was thanked 
and adjournment taken. 

Tonight a banquet will be held and 
tomorrow the crowd will separate, 
many going to the World’s Insurance 
Congress. President Randall is en- 
titled to congratulations. It was a good 
program and great interest was shown. 
The meetings started promptly, and 
the president handled them well. He 
turns the organization over to his suc- 
cessor in fine condition. 











THOMAS lL. MILLER, San Francisco 
President West Coast-San Francisco Life 





TWO RESOLUTIONS ADOPTED 





Twisting Agents and Competitive Lit- 
erature Are Condemned—Subject 
Up for Discussion Next Year 





Del Monte, Cal., Oct. 1—(Special)— 
As a result of the discussion, in execu- 
tive sesion Thursday night, of compet- 
itive literature and field practices, a 
special committée, headed by T. W. 
Vardell of the Southwestern, reported 
two resolutions Friday morning which 
were adopted. The first was: “We 
oppose the practice of twisting, prose- 
lyting or circularizing agents of other 
companies by companies of the Amer- 
ican Life Convention, their general 
agents or managers, for the reason that 
the same is unethical and unfair and is 
detrimental to the interests of both 
companies and agents.” 

The second resolution was: “That 
the use of competitive literature by 
companies’ members of this conven- 
tion be discouraged and vigorously op- 
posed and that all companies be re- 
quested to refrain from the employ- 
ment directly or indirectly of such ad- 
vertising through either its home office 
or agents.” 

The second resolution was ordered 
sent to all legal reserve companies and 
to all insurance commissioners. The 
discussion of these resolutions showing 
a difference of opinion as to their 
scope, next year’s program committee 
was instructed to provide for paper on 
«What Constitutes Competitive Litera- 
ture?” 





Report on Disbursement Blank 


J. B. Reynolds of the Kansas City 
Life, as chairman of the special com- 
mittee to confer with the committees 
from Association of Life Insurance 
Presidents and National Convention of 
Insurance Commissioners on the pro- 
posed disbursement section of the an- 
nual statement blank, reported Friday 
morning. : 

The proposed section was submitted 
to all company members some time 
ago. Twenty-one companies raised no 
serious objections, but preferred the 
old form. Twenty-seven were non- 
committal. Twenty-six offered specific 
criticisms and suggestions. Twelve 
criticized one question and_ several 
maintained the proposed blank is cum- 
bersome. It goes into too much de- 
tail and tends to complicate rather than 
simplify. The answers will be tabu- 
lated and presented to the joint com- 
mittee of three organizations, whic 
will make recommendations to com- 
missioners, 





Pursuant to the new plan, the Friday 
morning session opened with committee 
reports. Dr. Felix G. Cross of the Colum- 
bia Life reported no grievances had come 
to the grievance committee. James A. 
McVoy of the Central States Life report- 
ed for the agents and agency committee. 
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What Attracts a Life Underwriter 


between the manufacturer—that is, the company—and the consumer— 
that is, the insured and the beneficiary. And, as with the jeweler, his 
profit and comfort rest on the satisfying quality of his goods, that is, on 
usefulness of policy contract, low cost of insurance, and perfection of service. 


Oo: life underwriter is like the jeweler who sells watches. He stands 


Representatives of the Massachusetts Mutual are as happily situated as the 
jeweler who sells the nationally popular, always reliable, perfect watch. All life 
underwriters know that our policy contracts are unexcelled, that our net cost is 
right, and that there is promptness and efficiency in our dealings with policy- 
holders and beneficiaries. A result of these conditions is a volume of business, 
thus far in 1915, much in excess of that in the same period in any previous year. 
And therefore our representatives are contented. . 


This is a “tie that binds” Home Office and Field in the Massachussetts 
Mutual in a very close relationship. In this organization we are all friendly co- 


workers—not masters and servants. So will any Massachusetts Mutual man or 
woman tell you. 


This company is constantly endeavoring to identify itself with the most 
striking aspect of the spirit of the times—Service! We believe that the right of 
any business to exist and to succeed is measured by the service which it renders. 
The modern life underwriter holds this view. The Golden Rule is its founda- 
tion. And business big and business little is building upon that foundation. 


Goods of the finest quality, and at satisfactory low cost; first-class service of 
policyholders and beneficiaries; steadily increasing and widening prestige; fraternal 
relationship between Home Office and F ield; identification with the success- 


compelling spirit of the times—these are some of the attractions this Company 
offers to the life underwriter. 


JOSEPH C. BEHAN, Superintendent of Agencies 


Hlassachusetts Mutual Life Insurance Company 
SPRINGFIELD, MASSACHUSETTS 


Incorporated 1851 
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INSURANCE COMPANY 
OF THE 
UNITED STATES OF AMERICA 
/ (es | & Z @r-< &7 @) 
IN I 
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e 
LIFE INSURANCE ] same 
ACCIDENT INSURANCE . 
HEALTH INSURANCE | Cy omplete Protection 
DISABILITY INSURANCE _ 
INCOME INSURANCE 
At a Cost of Partial Protection Says 
(LIFE INSURANCE ONLY) 
Our new COMPLETE PROTECTION POLICY is a long step in advance of any policy on the market. It covers 
every contingency of death, accident, sickness, disability (partial or permanent), and at a premium practically no greater (F3 
than that of life insurance alone (partial protection) in the average 3% reserve participating company. At age 35,a Sz 
$5,000 policy pays: wor 
of t 
1. $ 5,000.00 In case of Death from Ordinary causes. ance 
2. 10,000.00 In case of Death from Accident. mer 
3. 25.00 Weekly Indemnity for Total Disability due to Accidental Injury (Limit 104 weeks.) = 
A. 12.50 Weekly Indemnity for Partial Disability due to Accidental Injury (Limit 26 weeks.) oa. 
5. 25.00 Weekly Indemnity for House Confinement due to Sickness or Disease. & 
6. 12.50 Weekly Indemnity for Non-confinment during Convalescence from Sickness or Disease. izat 
(Aggregate Limit for Sickness 52 weeks.) — 
7. 1,250.00 For Loss of One Hand, Foot or Eye. 
8. 2,600.00 For Loss of Both Hands, Feet or Eyes, or One Hand and One Foot; your premiums 
cease, and you will receive Annual Income for Life as in Benefit No. 9. 8 
9. 500.00 Annual Income for Life (10% of Face of Policy) in case of Total and Permanent Disa- 5 
bility from Any Cause. Payable in monthly installments if desired. Premiums are Q 
waived. If death occurs before face of policy is paid, balance is payable in one sum to 8 
beneficiary. : . 
10. 2,846.60 Cash Surrender Value at end of 20 years, or _. 
11. 6,000.00 Paid-up Life Insurance at end of 20 years. cee les 
12. 6,000.00 Face of Life Policy Payable to Insured at Age 85. mat 
Cash and Loan Values, Paid-up and Extended Insurance, and other Liberal Benefits, Privi- for 
leges and Guarantees. ~ Hors 
C rie¢ 
ANNUAL PREMIUM $198.65 a 
E 
($39.73 PER $1000) re 
C AN YOU BE AT TT P The public is going to buy this policy because its cost is 25% to 40% below ~~ 
the cost of an equal amount of life, accident and health insurance, purchased fact 
separately in separate companies; because it gives complete protection at a cost little or no greater than heretofore paid 
for partial protection. phe 
THE LIVE AGENT is going to sell it, because it will triple his sales and commissions with no greater effort; not 
because its benefits are open to OLD policyholders as well as new ones, giving him a large and immediate prospect list; —fc 
because he can thus render complete service to his clients; because, in short, he can make more money selling it than he can acti 
selling any other policy on the market. “1 
Glad to have any interested agent investigate this policy, with a view to taking up its sale for us. The agents of to ; 
this company benefit by the genuine SERVICE which we give both them and the public. INVESTIGATION is the only ' 
means of KNOWING. Write us. A 
ROBERT D. LAY, Secretary A. M. JOHNSON, President — 
OE) OFC 9-4 O) Om OO) 027. Ua BD @ 
(©) 3s Bs 8 > ’ 
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